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C/ravel is a Reviving 
Industry 


The rise and fall of travel volume is a good 


barometer of the public state of mind. 

This year the increase in travel is more than 
seasonal. Thousands of people who had hesi- 
tated to take a longed-for trip or a needed va- 
cation are catching the new spirit of the times 
and are now going places. And they are giving 
a profitable business to the banks because they 
are buying Travelers Cheques. 

The tellers who make these sales increase 
the income of their banks with each 
sale, without any increase in overhead. 


To their old customers, they render a ser- 
vice of protection. With the new purchasers 
they establish by this same protection the be- 
ginnings of a recurrent patronage for the 
bank. 

People will continue to travel. The indus- 
try, one of the largest in the country, is defi- 
nitely responding to the new spirit which the 
return of confidence is creating. 


Steamship tickets, hotel reservations, itineraries, cruises 
and tours planned and booked to any part of the world 
by the American Express Travel Service. 


AMERICAN EXPRESS TRAVELERS CHEQUES 


AND TRAVEL SERVICE 


— 
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WE BELIEVE 


@ that the best elevator performance is to be obtained 


by using every reasonable effort to eliminate trouble 


and to correct difficulties before they occur. In this 
respect a thorough knowledge of the symptoms of 
trouble and of their correction is far more impor- 
tant than the mere knowledge of .how to restore 
damaged equipment. This is scientific maintenance* as 
compared to any repair service or merely keeping the 
elevators running. 
ELEVATOR 
| COMPANY 


* Otis Maintenance Service is now available in all the principal cities and 
towns of the United States. 
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Full Payment of Certificate Maturities, 


Loans and Cash Surrenders 


In 1933 Investors Syndicate continues its 39-year-old 
policy of paying maturities in full as due; certificate loans 


and cash surrenders in full on demand. 


More than $13,000,000 in maturities alone has been paid 


to certificate holders during the depression. 


This prompt availability of funds due certificate holders 
has proved a life-saver to many a business, and to many 


an individual. 


Yet Investors Syndicate’s resources, and its liquid assets, 


are the largest in the company’s history. 


x 


ove 


INVESTORS SYNDICATE 


Offices in 51 Principal Cities . . . Representatives Throughout United States and Canada 


AFFILIATED COMPANIES: INVESTORS SYNDICATE TITLE & GUARANTY COMPANY, NEW YORK * INVESTORS SYNDICATE, LTD., MONTREAL 
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are improving their lists now 


Today’s bond market presents many 
opportunities to dispose of undesirable 


issues and substitute better ones. 


Lower grade bonds have advanced to a 
point where advantageous exchanges 
can be made without seriously affecting 
your statement. Many bonds which 
possess greater promise of appreciation 
are available and may be substituted 


advantageously. 


This, of course, is a temporary situation. 
A situation in which you can improve 
the quality and potentialities of your 
portfolio—if you act at the proper time. 


SO CAN yours 


Moody’s Supervisory Service is helping 
many banks in this process of improve- 
ment. Slowly and gradually—with an 
eye on what the statement can stand— 
Moody’s staff of counsellors and security 
analysts are rebuilding investment ac- 
counts by meeting the exigencies and 
opportunities of the present situation. 
Here is a personal service that helps you 
solve your own problems of safety, 
liquidity, income and diversification— 
that offers you the day-by-day guidance 


of an able and adequate staff. 


Let us show you how this service can 


help you. 


Banks, insurance companies and other institutional investors are invited 


to submit their holdings for examination without obligation. See below. 


65 BROADWAY 


MOODY’S INVESTORS SERVICE 


NEW YORK CITY 


FREE EXAMINATION OFFER 


MOODY’S INVESTORS SERVICE, 65 Broadway, New York City 


We are sending our list with amounts held, book values and a recent statement of condition. 
This is sent with the understanding that it will be held in strict confidence, and that after 
examining it you will explain how your Supervisory Service would be applicable to our 


investments. 
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An important factor in the condition of business is the speed with which 
the Government is able to move its ponderous public works program 


The 


N normal times a business review consists chiefly 
of a discussion of the course of industrial produc- 
tion, on the one hand, and on the other, of the behavior 
of the financial markets. But both of these are second- 
ary in importance at the moment to the progress of the 
national industrial recovery program. This is the ma- 
chinery which we have elected to use in lifting us out 
of the depression, and since every effort is being 
strained in that direction it is of paramount impor- 
tance to ask whether the machinery is functioning as 
its sponsors expected it to function. 

The theory of the N.R.A. program, in its simplest 
form, consists of an attempt to rearrange the normal 
processes of recovery. How does recovery normally 
come? It comes when the decline in prices reaches a 


Condition of BUSINESS 


point where it induces people to buy goods. Industry, 
when this stage arrives, begins to get out of the red 
and into the black. The stock market advances, pro- 
viding a better basis of credit and adding to the na- 
tional income through potential (paper) profits. Their 
credit restored, industrial concerns turn to the capital 
market, and in this way the demand for capital goods 
comes into being. The essence of this mechanism is to 
be found in the lag between rising prices and rising 
wage costs of production. 

In the present instance we are seeking to bring about 
recovery by an artificial restoration of buying power. 
Under the N.R.A. the hours of labor have been short- 
ened and, generally speaking, wages have been in- 
creased, while more (CONTINUED ON NEXT PAGE) 


Bonds 


HE plight of the new issues’ market is becoming quite 

serious. For months the banking fraternity has realized 
the gravity of the error contained in the Securities Act. At 
first it was hoped that the Administration would realize in 
short order that the act made recovery from the depression 
enormously more difficult, if not impossible. Yet month has 
succeeded month without there penetrating the Washington 
consciousness the extent of the disaster which the Securities 
Act represents. Indeed, only a short while ago a person close 
to the President was still publicly convinced of the inherent 
reasonableness of the Act. 

It is highly significant that authority was sought for the 
flotation of only one corporate bond issue of any importance 
in the first several months after the Act was passed. Other 
companies in abundance stood ready to offer bonds for which 
there would have been a prompt demand. But neither the 
corporation officials and directors nor the responsible houses 
of issue would lend their names to the flotation, so great 


was the liability that they might have incurred under the Act. 

Thus is the Administration jeopardizing the life of its re- 
covery plans by completely shutting off the outpour of cor- 
porate financing. While the authorities, on the one hand, 
upbraid the bankers for not extending credit more liberally, 
they themselves, on the other, dry up the stream of long 
term credit, the liberal extension of which is perhaps more 
necessary for stimulating trade than is the loosening up of 
short term credit. 

When the Administration was pushing the securities bill 
it little suspected that the legislation might well cause greater 
losses to investors, through the breakdown of the capital 
market, than were ever suffered through boom financing. 
Until the Securities Act is amended, the bond market will 
be but a nominal affair, unable to contribute its share to- 
ward the economic upbuilding of the nation. For weeks now 
new financing has been confined to Treasury issues and a 
few municipals. The market for listed issues has been quiet. 
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people have been put to work. The 
theory is that with more people em- 
ployed and larger payrolls there will be 
an increased demand for goods; and 
that the increased demand for goods 
will increase profits and thus bring pros- 
perity. The essence of this scheme is 
that the greater number of units pro- 
duced by industry for consumption will 
mean larger gross income and will 
eventually take up the burden of the in- 
creased payrolls. 


N.R.A.’s SUCCESS 


IT is much too early to say conclu- 
sively how successful the N.R.A. pro- 
gram has been to date, or what its im- 
mediate future is. Unfortunately, spon- 
sors of the scheme permitted their en- 
thusiasm to get the better of them when 
the plan was first undertaken during 
the summer, and indulged in promises 
and raised hopes that could not possibly 
have been fulfilled. Measured by these 
prospectuses it would have to be con- 


ceded that the experiment was lagging - 


far behind schedule; on the other hand, 
measured in actual ground gained, it 
has a good deal to be said for it. 

Miss Frances Perkins, Secretary of 
Labor, announced on September 15 that 
2,200,000 persons had been taken on 
by industry since March and that ag- 
gregate payrolls were up $40,000,000 
weekly from the low of the year. More- 
over, at about the same time the Fed- 
eral Reserve Board was reporting that 
department store sales had risen during 
August from 71 per cent of normal to 
75 per cent. 

If it were possible to assume that this 
same rate of progress could be expected 
over the next five months, there would 
be genuine cause for rejoicing, even 
though it would mean no more than 
cutting the unemployment total in half. 
But it would be a rash person who 
would venture such a prediction. In the 
first place, it must be recalled that by 
no means all of the improvement to date 
has been the result of the Recovery Act. 
We had already had a seasonal recov- 
ery in the fall of 1932, and were en- 
titled to another in the spring of the 
present year. When that recovery came 
it was considerably more violent than 
it otherwise would have been, because 
of two factors: first, business had been 
depressed to a ridiculously low level as 
a result of the banking difficulties of 
February and March; second, the fear 
of inflation created a bull market in 
stocks and commodities which stimu- 
lated business artificially. 

Over and above these considerations, 


however, is the fact that the N.R.A. has 
run into two practical problems in the 
last four weeks which must be dissolved 
satisfactorily if it is to continue to 
move forward. One of these is the prob- 
lem of financing industry over the tran- 
sition period between the application 
of the codes (with the extra costs that 
these involve) and the expected stimu- 
lation of business through increased 
consumer demand; the other is the 
problem of keeping mounting retail 
prices from offsetting the increase in 
mass purchasing power. 

Meanwhile, it cannot be said that the 
Federal Reserve’s open market opera- 


HE question as to how far com- 

mercial banks should go in risk- 
ing their depositors’ funds on the 
hoped-for success of the N.R.A. pro- 
gram is one that has given rise to a 
good deal of bitter controversy in 
recent weeks. It has been obvious 
to most disinterested observers that 
the banks had no right whatsoever 
to let down the standards of sound 
commercial banking, no matter how 
worthy the cause, and that if payroll 
loans were to be made at all they 
should be made out of Government 
funds. The Administration _ itself 
came to this conclusion in mid- 
September when Jesse H. Jones, 
chairman of the Reconstruction Fi- 
nance Corporation, announced a 
three-fold program for tiding busi- 
ness and industry over this transi- 
tion period. 

The important features of this 
program are: 

1. Loans are to be made by the 
R.F.C. to banks and trust and mort- 
gage companies at 3 per cent interest 
for any part of six months, when 
such loans are obtained for the pur- 
pose of relending at not more than 5 
per cent to industry to aid it in meet- 
ing the requirements of the N.R.A. 

2. A reduction is announced, effec- 
tive October 1, in the interest rate 
on R.F.C. long term loans to banks 
and to related financial institutions, 
including those outstanding. 

3. The organization of local mort- 
gage companies is urged to supple- 
ment bank lending where loans are 
of a sound character but slow. Under 
this plan, industries would be per- 
mitted to join in a cooperative local 


R. F. C. LOANS TO BANKS FOR N. R. A. 


1933 


tions thus far have showed any impor- 
tant results. The Reserve commenced 
buying Governments at the rate of 
about $10,000,000 a week back in May, 
stepping the rate up to $35,000,000 in 
the middle of August. Although excess 
reserves of the member banks have in- 
creased from around $300,000,000 in 
May to $700,000,000, member bank 
credit has not expanded proportionate- 
ly. On September 6 it totaled $16,562,- 
000,000, against $16,708,000,000 on 
August 16 and $16,346,000,000 on May 
16. “All other loans”, a rough measure 
of commercial credit outstanding, are 
up $93,000,000 since May. 


Mr. Jones 


movement to seek loans from the 
R.F.C. on collateral on which the 
banks had been hesitant to extend 
credit. 

Comprehensive as these measures 
are, they leave untouched, in the 
opinion of many competent obser- 
vers, one of the fundamental ob- 
stacles to industrial financing. This 
is the Federal Securities Act, which 
is so punitive in its character and 
which places such heavy responsibil- 
ities on bankers and industrialists as 
to constitute an effective deterrent to 
new flotations of securities. 

Indeed, there is something strange- 
ly contradictory in the spectacle of 
the Administration urging bankers 
to be as reckless as possible with 
their depositors’ funds, yet leaning 
over backward to protect the in- 
vestor. 
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Pontiac Outselis 
All Other Cars in its Price Range 


PONTIAC 
ECONOMY 


STRAIGHT HERE ARE 
THE REASONS WHY: 


1. STRAIGHT 8 PERFORMANCE 77 
horsepower, 78 smooth, effortless, actual miles 
per hour. 


FISHER BODY AND FISHER VEN- 
TILATION-—superior safety and comfort now 
enhanced by individually controlled fresh air 
circulation. 


UP-TO-THE-MINUTE STYLE — thrill- 
ingly smart, assuring you that your car will 
look right for years. 


THE RESTFUL COMFORT OF 
AMPLE SIZE—roomy seats, generous leg 
space and steady, smooth roadability. 


PROVED FUEL ECONOMY-—saves 
you money—15 miles or more per gallon, say 
Pontiac owners. 


Remember the five definite advantages 
that have won for the Pontiac Economy 
Straight Eight, this dominating volume of 
sales in its price range. Such popularity is 
significant. It should be of interest to every 
car owner. It suggests that you... if you 
are considering the purchase of a new car 
... Should investigate and test by driving 
this surprising Straight Eight. 


e385 A General 
F. 0. B. Motors Value 


Chart shows comparative sales, 
Sed CAR all makes of cars in Pontiac’s 
(A SIX) price range, based on new car 
registrations for the total U. S., 
first seven months, 1933, accord- 
ing to R. L. Polk & Co, reports. 


4th CAR 
(AN EIGHT) 


PONTIAC WORLD’S FASTEST SELLING 


and CAR 

4 

OTHERS 

5th CAR 4 

th CAR COMBINED 
STRAIGHT 


@ Let old Father 
Time do his worst— 
trot out all his bag 
of tricks; decay, win- 
ter, fire, storms. A 
concrete house is 


proof against ’em all. 


bp 


The Cement Service Man 
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is A SAFE 


tHe CONCRETE HOUSE investment: 


WHAT’S THAT MEAN TO YOU? JUST THIS: 


Vv} 


Vv} 


There’s a premium on what people regard as a “‘well- 
built house.’ A concrete house offers the honest values 
that people demand today. 

There’s a minimum of maintenance required on the 
concrete house. Its structure is permanent, rigid, proof 
against the rigors of use. Concrete homes make satis- 
fied owners. 

There’s more stability to the value of the concrete 
home. Depreciation is low. Beauty is enduring. Re-sale 
is facilitated. 


The concrete home is available everywhere at low cost. Construction 
technique presents no difficulties. Contractors in every community are 
ready to build these homes. 

For further information about the concrete home, write us today. 


PORTLAND CEMENT ASSOCIATION £20! 1410, 33 W. GRAND AVE., CHICAGO 


PorTLaNnp CEMENT AssoctaTION, Room 1410, 33 W. Grand Ave., Chicago 
Please send me your book on the design and construction of low-cost, fireproof concrete homes. 
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N OFFICIAL Washington the Ides 

of November are commonly regarded 
as the crucial date for the N.R.A. The 
full effect of President Roosevelt’s Re- 
covery Plan can hardly be felt by that 
time but by the 11th month, 15th day, 
something is bound to have happened. 

According to the average of confi- 
dentially expressed private opinion of 
Federal officialdom, Nira has accom- 
plished more than its opponents expected, 
but far less than its advocates did. 

* 

On September 6, 1933, A. P. Giannini, 
chairman of the board, Bank of Amer- 
ica National Trust & Savings Associa- 


A. P. GIANNINI 


KEYSTONE 


tion, and head of Transamerica Corpo- 
ration, announced himself in favor of 
the deposit guaranty plan. Mr. Gian- 
nini expressed his belief that deposit in- 
surance would bring hoarded money 
back into circulation, end runs and, by 
reducing postal savings, compensate 
banks for the costs of the plan. 
* 

A writer in Figaro, Paris, comments 
on the French debt to America: 

“France and England who, at Lau- 
sanne, imprudently abandoned repara- 
tions, nurse the hope that America will 
end by resigning herself to forgetting 
the war debts. 

“Uncle Sam has quite forgotten the 
moratorium of President Hoover which 
destroyed the mechanism for interna- 
tional payments; but he remembers 
what is due him from Europe and, from 
time to time, he refreshes the memories 
of the Governments of Paris and Lon- 
don.” 

Signs accumulate that European 
peace of mind is to be disturbed once 
more over the debt question. 

ok 

Pursuant to an opinion received from 
the Attorney General, the Comptroller 
of the Currency and the Federal Re- 
serve Board will not require affiliate re- 
ports where the affiliate relationship 
arises through a holding of stock by a 
bank merely as executor or in some 
other fiduciary or representative capac- 
ity subject to control by a court or by 
a beneficiary or principal. It is con- 
sidered that the ownership or control 
in such instances is not the type of 
ownership or control contemplated by 
the Act, inasmuch as the bank does not 


have the incentive and opportunities 


FIRST 
in Los Angeles 


HE Los Angeles Clearing House 
twice a year consoli- 
dated statements of condition of 
the 13 banks located in Los Angeles. 


Excluding deposits in Branches of 
les, the Clearing House 
for July 1, 1933 show commie irst 
holds ‘than RTY- 
cent of savings deposits 
in Los feasiee, and more than 44.7 
per cent of all bank deposits in the 
city. 
No other comment is needed to 
show the confidence and esteem 
with which this Bank is held in the 
community in which its manage- 
ment has been active in banking 
for more than forty years. 


NATIONAL 
BANK OF Los ANGELES 
Resources over $500,000,000 
Capital and Surplus $40,000,000 


This Bank has Branches in principal 
cities and communities from Fresno 
on the North to the Imperial Valley. 
In most of the cities where we bave 
Branches, those Branches are the 
largest and leading Banks of their 
respective communities. 


A Partner’s 
Worth 


partner, 
—would you miss his skill, 
his counsel, his sales or 
managerial ability if his 
services were suddenly lost 
to your business? 


To-day, as never before, 
you need to ensure to your 
business the financial value 
of one or both partners. 
Let a John Hancock rep- 
resentative outline a plan 
of business life insurance 
for your company. Your 
banker will approve. 


LiFe INSURANCE COMPA 
or MASSACHUSETTS 


A mutual dividend-paying company 70 years 
in business. Among the strongest in reserves 
and assets. Paid policyholders in 1932 over 
100 million dollars. Offers every phase af 
personal and family protection including 
Annuities and also Group forms for firms 
and corporations. 


A. 8. A. J. 10-33 
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Tour personal representative 
in 243 cities of California 
including the two Federal 


Reserve cities 


Through the well organized 
facilities of Bank of America, 
transit items or collections 
move direct, night and day. 
With this great statewide 
bank as your personal repre- 
sentative, a truly responsive 
and responsible service is 
yours in 243 California bank- 
ing centers. 


BANK of AMERICA 


NATIONAL TRUST & SAVINGS ASSOCIATION 


CALIFORNIA 


Head Offices in San Francisco 
and Los Angeles—the two 
Federal Reserve cities 


Bank of America National Trust & Savings 
Association, 4 National Bank, and Bank 
of America, a California State Bank, are 
identical in ownership and management 


BLANK-STOLLER 
Robert E. Christie, Jr., of Dillon, Read & 
Co., New York, has been chosen by the 
board of governors of the Investment 
Bankers Association of America as pres- 
ident of the association for 1933-34 
e 
which might arise in the case of a hold- 
ing of the stock by the bank as its own 
property. 
* 

If a hangover of $220,000,000 in 
certificates of indebtedness bearing 114 
per cent interest could be refunded on 
September 15 into eight month certifi- 
cates of indebtedness bearing 4 per 
cent interest, could any material part 
of about six and three quarters billions 
of dollars in 414 per cent Liberties be 
refunded at 314 per cent interest or 
better? 

The Government of the United States 
wanted to know; hence the unusual na- 
ture of the September 15 financing. 
While the answer seems favorable it 
would have been much more convincing 
had it not been for the fact that the 
Federal Reserve banks held about $145,- 
000,000 of the refunded issue which 
they could not afford to let run off. 

* 

“Repeal by Christmas” means an ad- 
dition of at least $125,000,000 to the 
Federal income in the present fiscal year 
and is a god-send to the Treasury. 
Uncle Sam’s income from distilled and 
fermented liquors in 1916 was $247,- 
500,000; in 1917, $284,000,000; in 1918, 
$443,800,000; and in 1919, $483,100,- 
000. 

The tax laws in effect in 1919 are still 
in effect and Treasury experts estimate 
that the income for the first year ought 
to be at least $425,000,000, or in excess 
of $250,000,000 more than the. present 
income from beer which, incidentally, 
is exceeding estimates. The half year 
after January 1 ought to produce an 
extra $125,000,000—pure velvet for the 
Treasury. (CONTINUED ON PAGE 13) 
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Men and women are buying more 
Oldsmobiles than any other car 
of comparable price. They have 
purchased more Oldsmobiles dur- 
ing the first eight months of 1933 
than in all of 1932. And here 
are the reasons for this marked 
preference: 


Style Leadership-— resulting 
from an entirely new and distinctive 
design— modern to the minute—a 
pleasing harmony of line, contour and 
color that is winning universal praise. 


Performance Leadership— 
90 horsepower and 80 to 85 miles an 
hour in the Eight; 80 horsepower and 
75 to 80 miles an hour in the Six; plus 
exceptional smoothnessand flexibility. 


A GENERAL MOTORS VALU 
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In 1933 


UplOO% 


Odsmobile 


DOUBLES ITS SHARE OF SALES IN ITS PRICE RANGE 


Fisher Ventilating System— 
utmost comfort—fresh air without 
drafts—individual ventilation without 
discomforting others. No dangerous 
fogged windshield or windows. 


Economy-— the great basic econo- 
my of durable construction, which 
means long life—and of modern design, 
which means a higher resale value. 


Priece—only $745 and up for the 
Six, $845 and up for the Eight— 
bringing you value nowhere equalled 
in the entire Oldsmobile price range. 


You will be much more pleased 
with an Oldsmobile. And you 
can easily have one on conven- 
ient G.M.A.C. terms. Why not see 
and drive an Oldsmobile—today? 


THE 
THE EIGHT $845 and up rom 


1933 


OLDSMOBILE OUTSELLS 


+ Based on official registration 
Gm 2.62 by R. L. Polk and Co. for the first t 

seven months of 1933. The eleven f 
2.37 cars which comprise the Oldsmobile 
m27 


price group range from $765 to $1250 
197% 


(prices of five-passenger 


SIX $745 and up 


11 

3 

THIS YEAR compared with LAST 

987, 

Nos 
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INTEREST RATES 


OPEN MARKET RATES IN NEW YORK CITY 


OMMERCIAL PAPER 
(RATES CHARGED CUSTOMERS) 


ACCEPTANCES\ Woh Set 


F. R. BANK 
DISCOU NT RATE 


1932 1933 1932 1933 


af ATES CHARGED TO ae IN PRINCIPAL CITIES 


coment 


PAPER | NEW YORK 


ie 


1932 


12 
RATE 
| 
1914 1915 1916 1917 1918 1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 1929 1930 1931 1932 1933 
PER CENT : PERCENT - PER CENT 
4 4 4 
LI COMMERCIAL 
i 3 TIME 
| 
1932 1933 
bus 
PAPER 
6 7 
SECURITY LOANS | 
PAPER 
4 
1931 | 1933 1931 1932 1933 
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(CONTINUED FROM PAGE 10) 

Speaker Rainey says that the policy 
of the Federal Land banks in granting 
mortgage loans to farmers has been a 
“failure” so far as granting “adequate 
relief” goes and blames the old “Repub- 
lican set up” of the banks, but not the 
Republicans, for the situation. 

Inasmuch as the 12 banks now have 
on hand over 200,000 applications for 
loans involving around $800,000,000 
and must dispose of around 14,500 ap- 
plications a week to keep up with the 
applications it looks as though Mr. 
Rainey is in a hurry. 

New loans in September were ex- 
pected to total around $30,000,000— 
the largest monthly increase in the his- 
tory of the banks—and the monthly vol- 
ume will be increased as an augmented 
force of appraisers gets to work. 

Long delay in Presidential action or- 
ganizing the corporation of foreign se- 
curity holders provided for in the 
Securities Act is explained by the sim- 
ple fact that the authorities in Wash- 
ington are very uncertain as to what 
can be accomplished by it. 

Official opinion seems to be that 
there are enough official “boards”, com- 
missions, committees and corporations 
in Washington at the present time with- 
out appointing any more which cannot 
function with definite results. There is 
little prospect that the defaulted foreign 
bond situation can be measurably im- 
proved until some idea can be had of the 
future economic position of the countries 
involved. (CONTINUED ON NEXT PAGE) 


Sixty years ago in Hillsboro, Ohio, cru- 
saders were picketing this wine shop in 
the interests of “temperance” 


THE BEST BOND AND LEDGER PAPERS ARE MADE FROM RAGS 


BATTLE MAPS ie 


e During a war, one expects to see blemishes on the maps and 
photographs of a shell-torn area. But on a modern business form 
such pits and scars are inappropriate. Yet many a low-grade ledger 
sheet soon comes to resemble the site of some major offensive. 
@ Not so with Stonewall and Resolute Ledgers. For erasures do 
not become miniature shell-holes on the tough surface of these 
papers. To begin with, they are made of strong, densely “matted” 
rag fibre and selected pulp. Then the sheets are tub-sized and air-dried. 
The result is the kind of paper that stands up under scratching pens, 
pounding bookkeeping machines and wearing erasers. Stonewall and 
Resolute are available in white, buff and blue. Specimen portfolios 
will be sent on request. Neenah Paper Company, Neenah, Wisconsin. 


Neenah guaranteed papers also include Prestige and Putnam 
Ledgers and the following Bonds: Old Council Tree, Success, 
Conference, Chieftain, Neenah and Glacier Bonds. Each of these © 
grades is shop-tested for printing performance and represents — 
a high value in its price range. Samples will be sent on request. 
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Nor is there the least prospect what- 
ever that any workable plan for salvag- 
ing the $2,000,000,000 or so of out- 
standing foreign dollar bonds now in 
default can be evolved until the inter- 
national value of the dollar has been 
stabilized. 

* 

The scheme hatched by Congress to 
exchange up to $2,000,000,000 in spe- 
cial land bank bonds for sour farm 
mortgages has died from suspended ani- 
mation. Increased prices for farm prod- 
ucts enabling many farmers to pay up, 
the prospect of higher values for farms 
as a result of inflation or something else, 
and the unwillingness of mortgage hold- 
ers to submit to the sacrifice involved in 
the proposed exchange have combined 
to bring about this result. 

The plan of the Agricultural Credit 
Administration to buy up defaulted 
mortgages from closed banks in five 
states and ultimately in other states is 
reported as fairly successful. Governor 
Morgenthau is securing the money for 
the purpose from the R. F. C. by pledg- 
ing a small issue of the special bonds— 
the only issue made, and they are not 
for sale. 

Between the middle of July and the 
middle of September holdings of Gov- 
ernment securities of weekly reporting 
member banks in 90 cities showed a de- 
crease of over $50,000,000 in spite of 
the fact that in the interim net outstand- 
ing Government obligations increased 
by over $400,000,000. 

A decrease in demand and time de- 
posits of over $300,000,000, offset by a 
similar increase in Government deposits, 
suggests that former depositors have 
largely become investors and this un- 
doubtedly includes country banks. 

Increased earnings of the principal 


1933 


KEYSTONE 


Harvey D. Gibson, president of the Manufacturers Trust Com- 

pany in New York, was marshal of the bankers’ division of the 

N.R.A. parade in New York City. The banner is carried by the 
ederal Reserve Bank of New York 


railways of the country in the past few 
months are not to divert the authorities 
in Washington from their plans for per- 
manent reorganization of all the trans- 
port services, and coordination of ’bus 
and railway services has already com- 
menced. 

The chief immediate effect of the im- 
proved financial position of many of 
the railways is to encourage the co- 
ordinating authorities to bear down on 
the roads to force them to take advan- 
tage of R. F. C. lending for new equip- 
ment. Whether this policy will improve 
the bond position of the companies re- 
mains to be seen. 

In the meanwhile the N.R.A. will be 
given support by increased expenditures 
and bonds can wait for the railway 


Hal Y. Lemon, the new Treasurer 
of the Association, began his 
banking career in St. Joseph, 
Missouri, in 1906. From St. Jo- 
seph he went to Kansas City, 
where, in 1923, he became vice- 
president and director of the 
Commerce Trust Company. Last 
spring he assisted in the organi- 
zation of the National Bank of 
Detroit, subsequently becoming a 
vice-president of the institution. 

In the Association, Mr. Lemon 
has been a member of the Execu- 
tive Council, the Membership 
Committee, the Bank Manage- 
ment Commission and the Public 
Education Commission. 

In 1928 he was president of 
the Reserve City Bankers Asso- 
ciation, 


legislation which will occupy much of 
the attention of Congress after Jan- 
uary 1, 1934. 

There is talk of inflation on the odd 
days. On the even days there is to be 
no inflation of the currency. Rumors 
recently have related more to the com- 
pensated dollar idea—the commodity 
dollar whose value in gold is to be ad- 
justed monthly to represent a fixed 
value in commodities. 

The “brain trusties” in Washington 
are now said to be leaning strongly in 
that direction and odds are laid two to 
one that the compensated commodity 
dollar rather than inflation will be the 
next step taken by the Government to 
adjust prices. 

* 

Price fixing for all commodities is in 
the air. 

The milk situation all over the coun- 
try is giving the Agricultural Adjust- 
ment authorities much food for thought 
and there is increasing probability that 
an attempt will be made to fix prices 
in various dairying districts so as to 
guarantee to the farmers a minimum 
price for their product. 

If milk, why not hogs? And so on. 
Nira authorities also are thinking in 
terms of price fixing. Some of the codes 
already look in that direction and some 
of the difficulties yet to be ironed out 
make price fixing either by the trade 
or by the Government appear at the 
present time to be almost inevitable. 
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Buick 357°. qain 
the total business of its field 


...and heres why / 


1.MODERN STYLE —with bodies by Fisher 
blending harmoniously into the windstream 
lines of radiator, hood and fenders. 


2. MODERN PERFORMANCE— for which Buick’s 
famous Valve-in-Head Straight Eight engine 
is largely responsible. 


3. MODERN COMFORT — attained by the use of 
such notable features as inertia-controlled 
hydraulic shock absorbers, insulated bodies 
and deep, scientifically-modeled seat cushions. 


4. FISHER VENTILATION SYSTEM— which con- 
tributes to health, comfort and safety, elimi- 
nating chilling drafts in winter, providing 
cooling breezes in summer. 

5. UNEQUALLED DEPENDABILITY — to which 
more than 1,250,000 Buicks now in service 
bring silent, but convincing proof. . 


r A GENERAL 
MOTORS VALI 


BUICK OLDS PONTIAC SALES CO: — 


WHEN BETTER AUTOMOBILES ARE BUILT, BUICK WILL BUILD 
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PRINCIPLES 
WHICH ENDURE 


Policies must change to meet changing conditions, but sound 


principles endure. 


For more than a century certain fundamentals have governed 


Central Hanover. 


IN BANKING — cooperation with customers in good 
times and bad; a primary regard for the safety of deposits. 


IN TRUSTS —full appreciation of conservation as the 
first responsibility of a trustee; independence in the 
selection of investments for trust funds; thoughtful 


attention to beneficiaries as well as to property. 


IN ALL RELATIONS—emphasis on quality of service 
designed to make this bank a constructive influence in 


the affairs of its customers and the business of the nation. 
These principles endure. 


They will control our course in the future as they have in 


the past. 


CENTRAL HANOVER 
BANK AND TRUST COMPANY 


NEW YORK 
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The Price of 


Deposit Insurance 


F Mr. Jesse H. Jones, 

| fe of the Re- 
construction Finance 
Corporation, is right in his 
statement ‘before the an- 
nual convention of the 
American Bankers Asso- 
ciation, that the bankers 
of the country who expect 
a repeal of the deposit 
guaranty features of the 
Banking Act of 1933 at 
the next session of Con- 
gress “do not know their 
Congress”, the nation’s banks can be counted on to accept the 
unwelcome plan good-naturedly, sincerely and patriotically. 
One of the reasons for the latent if not active opposition 
of the Federal authorities to the passage of the Banking 
Act last spring was its deflationary effect. This objection 
not only related to the general restrictive features of the 
measure but also applied to the indirect results of the de- 


posit insurance scheme. Whether the present active support. 


of the Act by administration financial leaders is merely mak- 
ing the best of a bad bargain or is a belated appreciation of 
the merits of the measure, their original objections hold 
good. The Act is in fact deflationary in effect at a time when 
all the energies of the Government are bent toward forcing 
the banks of the nation to liberalize credit policies and afford 
abundant credit for all lines of industrial, commercial and 
agricultural activity. 

Large banks can hardly be expected to liberalize their 
policies in the face of a serious drain upon their resources, 


The inauguration of a system of deposit insurance 
by the Banking Act of 1933 of itself forms a land 
mark in American banking history, but it is prob- 
able that in the long run the provisions as to Reserve 
membership and the control of banks incidental to 
the operation of the plan will prove far more im- 


By GEORGE E. ANDERSON 


First Premium: Substantial 
Contribution to the Fund 


Later Premium: Supervision of 
Banking Policies and Personnel 
By the Corporation 


while small banks cannot 
be expected to grant more 
liberal credit at a time 
when the very existence of 
hundreds of them is 
threatened. Both classes of 
banks face tremendous 
changes in the course of 
the next three months. 
Both view the prospect 
with certain misgivings. 

The wide and dominant 
sentiment among bank- 
ers in opposition to the de- 
posit insurance scheme is based both upon general principles 
and specific features of the new law. All classes of banks op- 
pose the guaranty system because it represents a drain upon 
strong banks for the benefit of depositors in weak banks, 
without real benefit to the latter, since it encourages loose 
banking methods with certainty of resulting loss and be- 
cause it is otherwise subversive of sound banking principles. 
These objections apply to all deposit guaranty systems, and 
they have been given ample support in the experience of 
the several states which have tried them. 

Objections to the present system go further; they are 
definite. No one, of course, knows exactly what the full 
effects of the new scheme will be upon the banks of the coun- 
try, but certain facts are somewhat enlightening. 

In the case of the temporary fund, banks will be taxed for 
the support of the insurance corporation on the basis 
deposits eligible for insurance. But, when the time comes 
next July for banks to enter the permanent fund, they must 


portant. These changes in the banking law are the 


most important made since the passage of the Na- es 


tional Bank Act in 1863. The old system has oper at 
for 70 years. It is hardly possible that the new pi ; 


i 

in American banking history, ushered in by the Ban! 3 

ing Act of 1933, will endure so long.—The Author E 
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subscribe for Class A stock on the basis 
of % of 1 per cent of their total de- 
posit liabilities. This is true regardless 
of the fact that all deposits will not be 
covered—indeed about 60 per cent will 
be uninsured—and this inequality 
works to the direct disadvantage of 
large banks whose average individual 
deposit accounts are large. The survey 
of individual deposits in member banks 
by the Reserve banks in May, at the 
request of a Senate committee which 
wished to know something about what 
it was doing, showed that individual 
deposit accounts of $2,500 or Tess con- 
stituted 96.5 per cent of the number of 
depositors, though amounting to only 
23.7 per cent of the amount of the de- 
posits. Accounts between $2,500 and 
$5,000 make up 1.9 per cent of the num- 


Examination for Insurance 


From the address of Comptroller O’Connor at Chicago, from a statement 
of Walter J. Cummings, chairman of the corporation, and from various 
hints to the press, it appears that the plan at present is to adhere strictly 
to the provisions of the law which require that a bank’s assets must be suffi- 
cient to pay all the bank’s liabilities to depositors and other creditors as 
shown by the books of the bank. Apparently neither liquidity nor impair- 
ment of capital is to be a test in the coming examination. 

In valuing assets, consideration is to be given to such value as regarded 
locally. The position of a bank in its community will be a factor, by which, 
apparently, is meant the possibility of a run upon it and the probability 
of local support in case such a run develops. 


ber and 8.1 per cent of the amount of 
the deposits, while accounts of from 
$5,000 to $10,000 are held by 0.9 per 
cent of the number of depositors but 
amount to 7.8 per cent of the total de- 


Directors 


MR. O’CONNOR 


MR. CUMMINGS - 


At the American Bankers Association Convention in Chicago, Mr. O’Connor 
announced President Roosevelt’s two appointments to the board of direc- 
tors of the Federal Deposit Insurance Corporation. As Comptroller of the 
Currency, Mr. O’Connor is the third director. The following information is 
taken from the Comptroller’s announcement: 


WALTER JOSEPH CUMMINGS, chairman of the board, was, until this 
appointment, executive assistant to the Secretary of the Treasury. He is a 
director or officer in a number of industrial concerns, among them, Ameri- 
ean Car and Foundry Motors Company, J. G. Brill Company, Chicago and 
West Towns Railway Company, Chicago and Calumet District Transit 
Company and the Des Moines Railway Company. He is a Chicagoan and a 
Democrat. 


E. G. BENNETT, a Republican from Utah (the Banking Act allows no 
more than two directors to be taken from the same political party), has 
long been engaged in banking in the West. Much of his experience has 
been with state banks. From 1924 to 1928 Mr. Bennett was a member of 
the Executive Council, American Bankers Association, representing Idaho. 
In 1923 he was appointed by the lowa governor to the bank code commis- 
sion, the result of the commission’s work being adopted by the legislature 
two years later. He is a native of Nebraska. 


MR. BENNETT 


posits. Individual accounts above $10,- 
000 account for 60.4 per cent of all the 
deposits. 

From this survey it appears that un- 
der the temporary deposit insurance set 
up, which is to operate between next 
January and next July and which cov- 
ers all accounts up to $2,500 as a limit 
of liability, 96.5 per cent of all de- 
positors will have their deposits fully 
covered but over three fourths of the 
deposits are not covered. In the per- 
manent system which is to operate af- 
ter next July and which fully covers 
all accounts up to $10,000 with limited 
liability for higher sums, 99.3 per cent 
of the individual depositors will have 
100 per cent coverage, though they 
furnish only 39.6 per cent of deposits. 

These figures also give some idea of 
possible losses under the deposit in- 
surance system. Under the temporary 
fund arrangement, the amount of de- 
posits actually insured in the licensed 
banks in May would have been $5,580- 
327,000 out of the total of $23,542,- 
307,000. Under the permanent scheme 
the deposits covered by insurance, in- 
cluding the partial insurance of ac- 
counts above $10,000, would have been 
$18,071,185,961, or 76.76 per cent of 
the total. At this rate the insurance- 
covered deposits in banks which failed 
in 1932 would have amounted to $1,- 
350,579,918, as compared with a total 
of $1,759,484,000. Allowing for 35 per 
cent loss in liquidation of the banks, 
the loss which the sound banks of the 
country would have been called upon to 
meet last year would have been $472,- 
702,971. A comparison of that sum 
with the total net earnings of the banks 
of the country in the same period is 
illuminating—and_ disconcerting. . Net 
earnings of member banks in the Re- 
serve System in 1932 are estimated at 
less than $500,000,000. i 

Objections to the new system on the 
part of the small non-member banks of 
the country are based less upon opposi- 


‘4 


DUTIES 


This organization plan, pre- 

pared by the Comptroller, 

shows how the Federal De- 

posit Insurance Corporation 
will operate 


tion to the general principles of deposit 
insurance or guaranty, although some 
of these banks have had bitter experi- 
ence in state guaranty systems, than 
upon that special feature of the new 
system which is to force them into the 
Federal Reserve System—or up a tree. 
Nor is their opposition any the less 
vigorous by reason of the fact that this 
apparently incidental result was the 
only reason that the deposit insurance 
plan was accepted by the conservative 
element in Congress. In the temporary 
insurance arrangement, covering the 
period from the first of next January 
to the first of next July, all member 
banks in the Reserve must enter the 
arrangement and all non-member banks 
may enter it upon the presentation of 
permission and a certificate of sound- 
ness from state superintendents of 
banking and after passing an examina- 
tion conducted by the insurance cor- 
poration. In both cases the banks sub- 
scribe 44 of 1 per cent of their deposits 
to the fund. After the first of next July 
and up to the first of July, 1936, all 
member banks must subscribe to stock 
in the permanent scheme and non-mem- 
ber banks may remain in it upon the 
same terms. 

After July 1, 1936, however, banks 
can remain in the corporation only by 
becoming members in the Reserve Sys- 
tem. The law expressly states that there 
is to be no discrimination between mem- 
ber and non-member or large or small 
banks; and there is none. All are treated 
alike. They must either get into the 
Reserve or get out of the deposit in- 
surance corporation. Since it is the uni- 
versal opinion that no banks out of the 
guaranty scheme can successfully com- 
pete with banks within it so long as it 
exists, the alternative offered the non- 
member is either to join the Reserve or 
go out of business. 

Whatever may be an observer's 
theory as to the advantages or disad- 
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PERMANENT FuND 


INVESTMENTS 


BY 


J.¥. T. O'CONNOR 
Compra 


vantages of small unit banks in rural 
communities, it is quite plain that put- 
ting banks out of business under pres- 
ent conditions is a very serious matter. 
The banking situation in most rural 
districts is already alarming. Aside 
from the failure of some 10,000 banks 
in 12 years, mostly in these communi- 
ties, with increasing embarrassment to 
rural bank patrons, the developments 
of the bank holiday in March have 
accentuated a situation already bad. 
According to the Treasury Depart- 
ment’s latest statement, there were, on 
August 25, 14,018 banks of all sorts 
licensed to do business—4,973 national 
banks, 744 state member banks and 
8,301 non-member state banks. At the 
same time there were 2,713 banks not 
licensed—878 national banks, 89 state 
member banks and 1,746 non-member 
state banks. The total of all banks, 
licensed and not licensed, was 16,731. 
This number compares with 17,796 
banks of the same categories-reporting 


1. PRESIDENTIAL APPOINTMENT 


D IRECTORS 2. PRESIDENTIAL 


COMPTROLLER OF CURRENCY 


FEDERAL DEPOSIT INSURANCE CORP 


Banyune ACT oF 1933,- APPROVED BY PRESIDENT, June 16,1958 


Sacvy ~ AsstTs. 


DiRecTorR 


on last December 31, so that as a result _ 
of failures before the holiday and liqui-_ 
dations since, there has. 

1,065 banks up to August.25 of the cur- 
Tent year. _ 

There were at that time 2,713 banks 
not licensed to do business. Of the 878 
national banks in this condition, 341 
had submitted plans for reorganization 
which had been approved by the Fed- 
eral authorities, about 300 had sub- 
mitted plans which were awaiting ap- 
proval and the rest, practically a third, 
had submitted no plans and were in 
fact awaiting orders for their liquida- 
tion. Moreover, many if not most of 
the plans for reorganization of one 
third of the banks will not receive ap- 
proval, while a good many of the banks 
whose plans have been approved may 
not be able to meet the conditions to 
which they have agreed. Thus it ap- 
pears that something like half of the 
national banks still closed will go into 
liquidation. (CONTINUED ON PAGE 51) 
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By 


Dr. Edie is a widely known 
economist, and. author of 
“The Banks and Prosperity”. 
He is also vice-president of 
Mayflower Associates, Inc. 


RICE FIXING is here again. The 
P Farm Act and the N.R.A. are 
chiefly responsible. 

This trend is surprising, because past 
attempts at price fixing have so often 
failed. Bitter enemies of price fixing go 
so far as to claim that history shows it 
always to have been a dismal failure. 
Nevertheless, whatever history shows, 
the strategy is with us again and its dis- 
ciples believe in it just as devotedly as 
if failure had never marred its path. 

There always seems to be the hope 
that “this time it will be different.” This 
time conditions will be favorable, it is 
said. This time the administrators will 
be more adept; this time the mistakes 


War 


DR. LIONEL D. EDIE 


Price 


of past futile attempts will be avoided. 

There is perhaps more reason for this 
attitude than would appear at first 
glance. Conditions really are different 
in more than a superficial sense. The 
world’s major experience with price 
fixing was during the World War. The 
unique feature of war price fixing is that 
it is chiefly a matter of price maxima. 
The effort is to curb a rising tendency, 
to stop prices from going up too fast, 
to check profiteering. It applies to mar- 
kets of scarcity rather than to markets 
of surplus. It applies to conditions 
where demand is running ahead of sup- 
ply. It aims to hold prices down rather 
than to prop them up. 


Supplies for the troops. The war 
problem was to keep prices down 


EWING GALLOWAY 


Fixing: 


World War price fixing was reason- 
ably effective. It was necessary and was 
employed in all countries. It was not 
perfect, but its successes far exceeded its 
failures. The reasons are to be found in 
the unique character of the war-time 
situation—the fact that the interference 
with supply and demand is practically 
all on the side of clamping the lid down 
on excessive price advances. 

That is one class of experience. The 
other class is just the opposite. It is an 
attempt to stem the tide of falling 
prices during a depression. Surpluses ex- 
ist. Numerous commodities are over- 
produced. The price fixer tries to estab- 
lish minima. 

This class of price fixing has a very 
checkered record. Coffee, sugar, rubber 
are notable examples of collapse. The 
experience of the Farm Board, trying to 
hold up cotton and wheat, is too well 
known to require comment. 

Failures there have been, without a 
doubt, but there are counter-considera- 
tions. Would similar devices be equally 
fallacious after surpluses have been 
whittled down, after glutted markets 


Depression 


Unlike the war requirement, the effort 
in the depression was to stem the tide 
of falling prices during a time when 


Farm Board Aid 
To 


United Action U ed 
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‘Powerful Antagonism’s, of 
Traders in Produets Men- 
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The Third Effort 


have been cleaned out, after a recovery 
cycle gets under way? 

Moreover, are the failures as univer- 
sal as the laissez-faire school would have 
us believe? France, Italy and other 
countries have fixed the price of wheat 
and of certain other products right 
through the depression and have made 
a go of it. Most Americans are not 
familiar with these European price 
strategies and brush them aside as 
meaningless. They are not meaningless. 
As a matter of fact, a real body of 
practical experience has been built up 
in these countries, even under the ad- 
verse conditions of a depression cycle. 

Perhaps of lesser significance, but by 
no means to be dismissed, is the con- 
trol of certain industrial prices. The tin 
pool, the duopoly of sulphur in the 
United States, the aluminum and nick- 
el monopolies, all have a record of 
price maintenance which forces the crit- 
ic to take thought of a record of some 
degree of success. 

But the present American program 
of price fixing differs from war-time and 
from depression-time in this vital re- 


curtailment of production could not 
keep up with the depletion of purchas- 
ing power and surpluses were mounting 


FARM BOARD'S) 
PAPER LOSSES 
/7,000,000 


Stone nents 
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In War—In Depression—In Recovery 


spect, that it is undertaken at the re- 


covery phase of the cycle, is an instru- 
ment of recovery and is reinforced by a 
coordinated policy of monetary infla- 
tion. The conditions are therefore u- 
nique. If we grasp this basic point, we 
are then in a position to understand the 
peculiar principles of price fixing which 
are now being projected. 

It is wrong to suppose that all price 
fixing is alike. There are many brands 
of it. There are many different criteria 
for applying it. 


Recovery 


The war-time principle was to hold 
prices down to a point where the bulk 
of firms in an industry could earn a 
fair profit. The unusually inefficient or 
marginal firms, 10 to 20 per cent of an 
industry, could not make money on 
such a basis, but that was the penalty 
of their inefficiency. The unusually 
efficient would make excess profits, but 
these profits would be taken away by 
excess-profits taxes. That was the war 
principle, and it worked fairly satis- 
factorily. (CONTINUED ON PAGE 61) 


Now. we are trying to bolster deflat- 
ed prices at the depth of the cycle 


iq 
i 
t 
r 
q 
] 
- 
‘ 
‘ 
w 
4 
‘ 
SS & 
> 
NESMITH 


Trusteeship History 


In the Making 


“EN view of the number of banks 
still in the hands of conservators, 
it is impossible to prophesy with 

any degree of accuracy as to the final 
outcome of all the trust departments. 
However, if experience thus far can be 
taken as a criterion, it is the opinion 
of the Comptroller of the Currency that 
the general situation with respect to the 
trust departments involved is, on the 
whole, very satisfactory and the ‘record’ 
constitutes an important contribution 
to the maintenance of public confidence 
in the corporate fiduciary. 

“Trust administration has never laid 
claim to infallibility of judgment or 
foresight, and there have been, of 
course, a few isolated instances where 
thorough investigation has disclosed 
questionable methods of trust depart- 
ment procedure, or where the ultimate 
disposition of the claims of trust de- 
partment customers are matters of ad- 
justment and litigation. There will prob- 
ably be trust critics or certain ‘enemies’ 
of corporate trusteeship, who, prompted 
by selfish or unworthy motives, will try 
to capitalize upon these isolated cases. 
However, criticism so motivated and 
based upon such foundations cannot 
impeach the record or gainsay the grow- 
ing public confidence in trust depart- 
ments of national banks.” 

This statement is in the concluding 
paragraphs of an address prepared by 
J. F. T. O'Connor, Comptroller of the 
Currency, for the annual meeting of 
the Trust Division of the American 
Bankers Association in Chicago on 
September 4, 1933. It may be accepted 
as the official statement of the Comp- 
troller of the Currency as to the admin- 
istration of trusts by national banks, 
based upon six months’ experience op- 
erating the trust departments of na- 
tional banks under conservatorship. 

Following the bank holiday in March, 
1,026 national banks were placed in 
the hands of conservators. Of the 1,026 
banks under conservatorship, 345, or 
about one third, had trust departments. 
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The trust assets in these 345 closed na- 
tional banks aggregated $317,000,000, 
or less than a million dollars to the 
trust department on the average. These 
trust assets were held in 16,000 ac- 
counts, or less than $20,000 to the ac- 
count. The trust assets, however, do not 
include real property; they include per- 
sonal property only—cash, stocks, 
bonds and other kinds of personal 
property. The statement that the per- 
sonal trust assets averaged less than a 
million dollars to the trust department 
and the trust accounts less than $20,- 
000 apiece should not be construed as 
a suggestion that the trust departments 
of all these 345 closed national banks 
were as small as that would indicate. 
They range in size, says the Comp- 
troller of the Currency, from very small 
ones having only one or two trust ac- 
counts to very large ones having many 
and varied trust accounts. 

That only a comparatively small per- 
centage of the trust assets of national 
banks was involved in these closings 
following the bank holiday is shown by 
the following figures. As of June 30, 
1932, there were 1,774 active trust de- 
partments of national banks and 104,- 
000 trust accounts with personal trust 
assets of $5,000,000,000. Of the 1,774 
national banks with active trust depart- 
ments on June 30, 1932, over 80 per 
cent opened without restriction as soon 
as the ban of the bank holiday was 


Ninety-three per cent of the 
personal trust assets of nation- 
al banks have been unaffected 
by bank closings 


| 100% 
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lifted, and they have continued the op- 
eration of their trust departments in the 
usual and normal way. Of the 104,000 
trust accounts in national banks, 88,- 
000, or over 84 per cent, have been 
wholly unaffected by the bank closings. 
Of the $5,000,000,000 of personal trust 
assets, $4,683,000,000, or over 93 per 
cent, have been unaffected by bank 
closings. 

Looking at it in this way, one finds 
that the great bulk of trust business in 
national banks, whether considered in 
the light of the number of trust institu- 
tions or the number of trust accounts 
or the amount of personal trust assets 
involved, is being executed in the usual 
and normal manner, as if there had 
never been a bank holiday or any bank 
closings. 

Naturally, after the bank holiday all 
of the 345 trust departments of closed 
national banks could not be treated in 
the same way. Of this number, between 
the bank holiday and August 23 twenty 
were declared insolvent and receivers 
were appointed for them. These re- 
ceivers will proceed to liquidate the trust 
departments under the supervision of 
the office of the Comptroller of the Cur- 
rency. Of 345 banks, 57 more have been 
licensed for the purpose, in most cases, 
of carrying out some plan of reorganiza- 
tion under which the trust departments 
will be liquidated either under the super- 
vision of the (CONTINUED ON PAGE 46) 
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Model for a statue of The Great 
Commoner, by Gutzon Borglum 


ple today than it was in the green- 

back period of the ’60’s and ’70’s 
or in the free silver era that followed a 
few years later. In those days it was 
not confused by such euphemisms as 
“reflation”, or by agitation for currency 
“management”, “stabilized dollars’, 
and those numerous other refinements 
which have been brought forward dur- 
ing the present depression. 

Nevertheless, it is not a little amaz- 
ing, in looking back, to note how many 
of the present-day arguments commonly 
regarded as indigenous exclusively to 
the prevailing situation, enjoyed wide 
popularity on similar occasions in the 
past. 

The present is not the first time, for 
example, that the farmer has used with 
good effect the plea that “the prices of 
the things he produces have fallen much 
farther than the prices of the things that 
he consumes.” This is all set forth by 


? issue of inflation is less sim- 


(Glamorous 
Inflatia 


By EDWARD T.COLLINS 


the monetary pamphleteers of the ’70’s 
and the ’90’s, of whom there were a 
legion. One Mason A. Green, to pick 


_ a random case, writing in November, 


1896, under the title of “Are We Losing 
the West?”, numbered this prominently 
among his arguments for inflation. He 
also laid great stress on the dearth of 
money—a favorite argument of that 
period, though one that is confined to- 
day to the financially illiterate among 
the inflationists—pointing out that: 

“Thirty years ago there was a money 
volume in the United States of $2,122,- 
437,841 and a population of 34 mil- 
lions; in May, last, there was a money 
volume of $2,195,451,763 among a 
population of 69 millions.” 

Mr. Green also advanced another 
plea which will have a familiar ring to 
those who follow the discussions of in- 
flation. He beat the Committee for the 
Nation and its currency depreciation 
propaganda by nearly half a century 
when he urged that: 

“The time is fast approaching when 
the West will proclaim the Monroe Doc- 
trine of Money. The English money 
changers will have to keep their hands 
off the Western Continent.” 

As for Professor Warren’s concept of 
prices, of which there has been so much 
recent discussion, that was fairly popu- 
lar, apparently, as far back as 1875. 
In that year Bonamy Price, Professor 


of Political Economy at the University 
of Oxford, wrote: 

“It is evident that money is not 
sought for its own sake... . It is a 
means to an end, but not an end itself. 
Money is worthless unless it is used, 
and it is not used until it is spent... . 
Common usage applies the word ‘sell- 
ing’ to the person who has the commod- 
ity and ‘buying’ to the person who has 
the money, but the expressions “buy- 
ing’ and ‘selling’ apply to both equally.” 

But it is the pattern of inflation it- 
self and the illusions that surround it 
which are most enduring and unchang- 
ing. This is a little difficult to see in 
the great post-war inflations of Ger- 
many, Austria and France, of which 
we have, as yet, no thoroughgoing his- 
torical account. It is crystal-clear, how- 
ever, in the great French inflation of 
the 1790’s, which has been described 
in scholarly fashion by the late Andrew 
D. White whose work, “Paper Money 
Inflation in France”, is the classic on 
that subject. Written half a century ago, 
and a century after the event, this story 
holds a mirror, as it were, to public sen- 
timent at this very moment. 

Perhaps the greatest of all illusions 
of a people preparing to abandon them- 
selves to what seems to them the easy 
way out, inflation, is that they alone 
know how to control that unruly mon- 
ster. It is (CONTINUED ON PAGE 70) 


Age cannot wither her, nor custom stale _ 


Her infinite variety. 


—Antony and Cleopatra 
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Our Foreign Trade Banking 


close to the foreign trade situation 

told a group of exporters in New 
York that keener European competi- 
tion must be faced in the future and 
that the volume of our exports would 
not expand with great rapidity. 


cose to months ago a_ banker 


“However, by using all of the pro-. 


ductive and distributive facilities at 
our disposal,” he added, “it should be 
possible for us to hold and increase our 
present markets and find new markets 
as the various world problems become 
adjusted and buying power throughout 
the countries of the world improves.” 
This at least is a conservative point 
of view and it is borne out by the fail- 
ure of the London Conference and by 
the current waves of nationalism sweep- 
ing various countries. And if it holds 
true, the machinery which our Amer- 
ican banks have set up and are main- 
taining to serve our foreign trade will 
be an increasingly important factor in 
helping to meet that competition. 
Foreign trade banking by American 
institutions expanded on a broad scale 
first during the war years and immedi- 
ately after. Then came the “withdrawal 
phase” in the early 20’s, and this was 
followed by more expansion after 1925. 
The natural conclusion is that, with the 
low ebb of foreign trade during the de- 
pression, the set-back since 1929 has 
been terrific. But has it? True, business 
has declined and with it there has neces- 


sarily been a considerable curtailment. 
But the machinery is still in operation 
to a degree of efficiency that is far ahead 
of any previous period except the 
heights of 1929. 

Dr. Clyde William Phelps of the 
University of Chattanooga summarized 
the recent trends in these banking fa- 
cilities in an address some time ago 
before the National Foreign Trade 
Council, when he presented an interest- 
ing comparison in figures. In 1929, he 
said, 16 American banks and their sub- 
sidiaries were in the foreign field with a 
total of 245 offices abroad, and in April, 
1933, there were 236 foreign offices of 
our banks—a decrease of less than 4 
per cent. Analyzing these figures to get 
a better picture, he said: 

“In 1929, only 218 of the 245 foreign 
offices were actual banking establish- 
ments (branches, foreign subsidiary 
banks, affiliates, etc.), the other 27 be- 
ing merely representatives’ offices. Of 
the 236 foreign offices in 1933, how- 
ever, 223 are banking establishments 
and only 13 are representatives’ offices. 
In brief, the actual overseas banking 


system of American banks has in reality 


| grown in numbers from 1929 to 1933 by a 


trifle over 2 per cent. Our banking offices 


| abroad increased slightly while repre- 


sentatives’ offices sharply declined from 
27 to 13, or by more than 50 per cent. 
And the change in the number of the 
former type of offices is undoubtedly 
much more important to our foreign 
trade than that in the number of the 
latter, especially when we consider the 
fact that so many of these representa- 
tives’ offices were established primarily 
or solely to handle the sale and pur- 
chase of securities rather than to serve 
directly international trade.” 

Continuing the comparison between 
1929 and 1933, he reported a decline 
from 16 to 10 in the number of our 
banks having foreign offices—four na- 
tional banks now instead of five in 1929, 
five trust companies instead of eight, 
and one private banking house instead 
of three. Also, during the same 


q 

ihe Danking abroad OF 
banks increased from 194 to 210, while : 
the representatives’ offices dropped 
from nine to seven; trust companies : 
possessed only 11 foreign branches com- oe 
pared with 18, and only six foreign rep- 4 
resentatives compared with 18; and a 
overseas affiliates of private banks in- a 
cluded but two as compared with six = 
in 1929. And, our banks have jonny 4 
offices in 36 different countries with st 
or more offices in some of them. Here- 
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ported 102 offices in 
Europe as compared 
with 101 in 1929; in the 
Near East the figure re- 
mained the same, five; 
in the Far East the fig- 
ure was unchanged, 33; and in Latin 
America he recorded an increase from 
79 to 83. ; 
This picture of our overseas bank- 
ing presents many interesting sidelights. 
One of them is the increased activity 
of the large commercial banks as shown 
by the actual increase in their number 
of foreign branches during the four- 
year period, as contrasted with the les- 
sened foreign branch activity of the 
large trust companies and private 
banks. And, with the Administration’s 
efforts to stimulate trade activity with 
South America, and the Montevideo 
conference in prospect, it is interesting 
to note the increase in number of bank- 
ing offices in Latin America. Still an- 
other sidelight is the withdrawal of in- 
terior banks in several instances from 
the foreign field. During the boom years 
several foreign offices were established 
by these institutions but they have been 
discontinued. Now it seems that Ameri- 
can bankers generally will be content 
to handle their foreign transactions 
through correspondents and through 
the large coast banks 
both East and West. 
There are of course 
differences of opinion 
and degrees of wisdom 
as to the establishment 
of foreign branches of 
American banks in other 
countries. Some of the 
large institutions most 
active in handling for- 
eign transactions do not 
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Montauk Point Lighthouse on Long Island, New York 


follow a policy of establishing their own 
branches. Instead, they have established 
very close relations with native banks 
in those countries and all items are 
handled through them. Of course, where 
business does not justify, a foreign 
branch is automatically eliminated 
from consideration. On the other hand, 
according to the beliefs of this group, 
even where the volume of business may 
be large enough greater cooperation can 
be secured and more cordial relations 
can be maintained by recognizing the 
local or native banks and sharing the 
business with them. Then too, the 
temperament of the peoples in some 
countries may be such that a nationalis- 
tic feeling works against the establish- 
ment of foreign branches. Of course, 
many lessons have been learned by 
American exporters and bankers alike 
in our recent foreign trade development, 


Cape Henry Lighthouse, Va. 
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and this may account 
for some of these views. 
However, the fact re- 
mains that some large 
banks have few or no 
foreign branches and yet 
are among the most active in their for- 
eign departments. 

Other institutions — chiefly those 
whose branches were noted in Dr. 
Phelps’ summary —have established 
branches, learned their lessons and 
then established more branches in con- 
tinuing on a more enlightened policy. 
Where an extensive network of for- 
eign branches is maintained, the per- 
sonnel of the branches includes both 
Americans and trained natives, and in 
some instances even the branch man- 
agers or “top men” are natives, highly 
regarded and leaders in financial and 
business and social circles in their coun- 
tries. In some instances at the present 
time this is a valuable asset both to 
the bank and to our diplomatic rela- 
tions where political disturbances can 
lead momentarily to misunderstandings 
that would easily promote ill feeling. 
Still another advantage is the help that 
the men active in these foreign divisions 
can give to the Government when im- 
proved trade relations with other coun- 
tries are being fostered. 

There are differences 
as well in the purposes. A 
trust company, for exam- 
ple, has just discontinued 
its Paris office chiefly be- 
cause of reduced Ameri- 
can tourist traffic abroad. 
On the other hand, the 
network of offices in 
Latin America is main- 
tained primarily because 
of the trade factor. 
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The Code Convention 


HERE are two reasons why September’s conven- 
V tia in Chicago was extraordinary. One was the 

adoption of a Banking Code. The other was re- 
newed emphasis on good management and free initia- 
tive as the only safe guaranty of deposits. 

The first brings bank operations more completely 
within the rigid framework of law, while the second 
crystallizes the opposite thought that any real im- 
provement in the banking system must come from 
greater reliance on individual ability, not on fancy 
legislative regalia. 

These two developments, which seem to look in 
somewhat different directions, are in fact identical. 
The Code, as approved at Chicago, is a charter of 
rights and service, and is intended to protect soundly 
managed banks from reckless competition. 


THE AMERICAN BANKING SYSTEM 


demand for stricter regulation of the banking 

business is based upon a premise that is wholly 
false.—namely, that the cure for too much political 
supervision is more political supervision. The belief 
exists, even among men of balanced views, that the 
banking system of the United States failed. This is 
not true. It was the political authority over banking 
that failed; and the view that bankers “should have 
done something about it” is held only by persons who 
are not in a position to know what they are talking 
about. 

Bankers have been criticized for refusing frankly 
to accept blame for the shortcomings of the banking 
system. The truth is that most bankers blame them- 
selves too much. The “banking system” of the coun- 
try did not grant charters to thousands of unnecessary 
banks. Moreover, it should be evident to anyone that 
if bankers had been given an effective voice in the 
matter, they would not have chosen to increase com- 
petition to the point where there was no longer any 
reasonable profit in the business. 

It is by no means true that all the banks which 
failed since the war belonged in the category of un- 
necessary institutions. Many of them were well man- 
aged by officers of unquestioned integrity and ability. 
But there were more banks than banking business. 
Failures in banking beget failures and such is the 
character of the business that a sound bank can be 
dragged down quickly by the wrong kind of competi- 
tion. 


When Congress Meets 


hes next session of Congress ought to be as his- 
torical as that of the hundred days following 

March 4, 1933. 

Differences among the many cooks may or may not 


EDITORIALS 


spoil the recovery broth but it is at least certain that 
none of these differences will be settled satisfactorily ; 
in the immediate future and all of them will be fought * 
out in Congress next winter. i 

Even the critics of N.R.A. admit that General John- 
son’s organization has shaken business out of its 
lethargy; that it has welded public opinion solidly 
back of a forward movement. 

Also, it is evident to anyone that N.R.A. has re- 
moved certain obstructions to business improvement 
by making reasonable trade agreements possible. 

N.R.A. has done much to eliminate such abuses 
as child labor, starvation wages and sweat shops. Its 
effect in general is to divide available work among 
available employees. 

Beyond these accomplishments natural recovery 
forces are responsible for recent improvement. Friends 
of Nira admit that it has fallen short by about 66 per 
cent of putting 6,000,000 men to work by Labor Day, 
many of those reemployed are on a part time basis, 
wages have not kept pace with production and in some 
cases with prices and some of the uglier features of 
mass trade arrangements are coming to the surface 
in strikes, “holidays,” and new friction between capi- 
tal and labor. Secretly most officialdom is worried and 
discouraged and is looking around for — to 
try next. 

It is a curious fact that the nearer the time for possi- 
ble trial of direct inflation approaches the more those 
in power are disposed to shy away from it. Fall retail i 
buying is the final test of what the recovery program 
is accomplishing. If fall trade is reasonably good Nira 
will be counted a success; if it is not there will be more 
experimentation and much recrimination. 

Leaders in Washington are far from agreed on the 
Government’s program. All support the N.R.A. but 
their ideas of support differ. Senator Harrison, Chair- 
man of the Finance Committee, insists upon “rational” 
inflation to increase prices. 


Perfect Gold Standard 


TH best proof of the value and efficacy of the gold 
standard is the fact that it broke down during 
depression. The gold standard did not fail. It we 
perfectly and when the world emerges from this 
of economic madness it will work again. : 
Any monetary standard that could have 
intact through the storms of recent years, would hav 
been equivalent to no standard atall. 
A standard of morals or ethics which can b 
to accommodate any special condition or 
conduct, is no standard at all. sis 
In the fact that a word, distraught by 


ceivable form of economic pain sere: 
was forced off the gold 
we should not try to get along w: 
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The Banking Code 


T HERE can be no more convincing evidence of the 
wholehearted support accorded by banks to 
President Roosevelt’s epoch-making efforts to hasten 
recovery than the care with which the Banking Code 
was prepared and submitted to the Annual Conven- 
tion of the American Bankers Association at Chicago. 
Immediately upon notification from Washington 
that the nation’s banks were included in the Reem- 
ployment Agreement of July 27, the Administrative 
Committee of the American Bankers Association au- 
thorized President Sisson to approach the National 
Recovery Administration with a view to making bank- 
ing cooperation most effective. A committee was select- 
ed representing all parts of the country and reflecting 
various viewpoints within the banking field. 

A preliminary code was submitted to the N. R. A., 
which approved the substitution of Sections 2 and 3 
of the President’s Reemployment Agreement. The 
membership of the Association was promptly supplied 
with copies and notified as to the necessary procedure 
prior to the adoption of a permanent code. By August 
18, this first and important step in cooperation with 
the Government was completed. 

There remained the problem of preparing the per- 
manent code. The time was short, as the Convention 
of the American Bankers Association started on 
Labor Day, September 4. The Code was submitted for 
the consideration of delegates at the Convention and 
accepted with unanimity. 

Between the time when the preliminary Code was 
submitted to the membership and the meeting of the 
committee the staff of the Association sought expres- 
sions of opinion from members and was enabled to 
compile a large number of suggestions and comments 
on many points for the guidance of the committee. 

No Code could embody all suggestions offered by 
bankers, but every suggestion was given thorough con- 
sideration, and the Code embodies the weight of 
opinion and thought of all bankers. 

As submitted to the Convention the Code falls into 
two parts. The first is in connection with hours and 
wages and fully recognizes the trend toward shorter 
work weeks and higher salaries. The second is devoted 
to banking practice and defines certain fundamental 
principles of sound banking intended to eliminate 
harmful practices and assure better cooperation 
among banks. 

Many hundreds of letters and many hundreds of 
verbal suggestions were received by the committee. 
All were carefully analyzed and considered. Any of 
them that are not in the Code could not be included 
for some good reason. One surprising feature of the 
work was the discovery of how uniform was the 


The Banking Code, as ratified by the An- 
nual Convention in Chicago, September 
7, 1933, must be approved by N. R. A. 
and by President Roosevelt before it 
goes into effect. This Code is tangible 
proof that bankers are giving the full 
weight of their support to the advance- 
ment of the National Recovery Program 


thought of bankers on this problem. The suggestions 
fall into only a few general classes and nearly every 
one of them can be fitted into one of those particular 
classes. So that it was possible to embody in this Code 
the expression of opinion and the thought of many 
members of this Association. 

When all the banks in the country were closed and 
commerce and industry were paralyzed, the President 
met that problem promptly and courageously and 
took the situation in hand, and he worked out a plan 
by which a large percentage of American banks were 
promptly reopened. 

That was only one of the serious problems which 
faced President Roosevelt when he went into office. 
Probably the most serious was the problem of unem- 
ployment. It is impossible to obtain any statistics 
which begin to tell that story. They do not exist. But 
it is no stretch of the imagination to say that in March 
of this year, six months ago, there were in this coun- 
try perhaps several millions of persons who did not 
know where their next meal was coming from. That 
problem on unemployment menaced the very foun- 
dation of our Government and our civilization. Mr. 
Roosevelt had no choice but to meet it promptly. 

The National Industrial Recovery Act is the answer 
of the Administration to the problem. Bankers must 
realize that while this Code may impose on banks as 
it would impose on all other industry some additional 
charge and some additional expense, all banks and all 
bank customers are actually paying a much bigger 
bill, although they may not know it. The Government 
had to appropriate a half billion dollars for emergency 
relief for unemployment. That is a lot of money. Con- 
gress had to appropriate $3,300,000,000 to finance 
public works that these men and women might be put 
back to work. 

The Code committee was greatly impressed by the 
courtesy, the consideration and the time that the offi- 
cials of the N. R. A. gave them in Washington. Offi- 
cials were most patient and helpful in listening to the 
special problems of banking. 
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Japan for Japanese. 

General Araki: There is 

no Fascist or Hitlerian 
movement in Japan. 


KEYSTONE 


NRA. Robert P. Lamont: “No 

one knows how far Govern- 

ment regulation of business 
will go.” 


NRA, Donald R. Richberg: 

“Its trial by the Ameri- 

can people is a great ad- 
venture.” 


Parade. All afternoon 
and half the night, 
thousands of New 
Yorkers flattered 
General Johnson by 
walking up Fifth 
Avenue. 


Austria for Austrians. 

Chancellor Dollfuss: There 

is no Fascist or Hitlerian 
movement in Austria. 
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The Flow of Funds 
Through Washington 


never before been a time when the 

Government in Washington gath- 
ered together so much money and 
passed it out into the country through 
the country banks. In war times the 
money represented production; at the 
present time much of this great flow of 
funds represents a restriction of pro- 
duction. 

As the great public works movement 
gets under way, money paid out will re- 
sult in an increase in the nation’s wealth 
in the form of tangible property—troads, 
bridges, canals, improved waterways 
and ports, public buildings—all sorts of 
things into which flow labor and ma- 
terials, showing a dollar gained in sub- 
stantial value for a dollar spent. For 
the present most of the outlay repre- 
sents either money gathered from con- 
sumers and passed through Washing- 
ton to farming communities, which in 
return contribute nothing to the pool 
except their proportionate share of the 
processing taxes which they pay as con- 
sumers, or direct contributions by tax 
payers to the various states for the re- 
lief of the unemployed or other un- 
fortunates. 

Naturally these great sums of money 
are passed into the country banks and 


hi we. in war days, there has 


are having an important influence upon 
country banking. 

Summing up the various agricultural 
adjustment plans and the gift of funds 
to the several states for unemployment 
relief, it appears that close to a billion 
dollars is passing from the public 
through Washington to farmers and the 
recipients of relief without direct ma- 
terial return. Farmers are receiving 
most attention at present because of the 
peculiarity of their position. 

It would be rather caustic comment 
upon the quality of American states- 
manship if it turned out that the ubiqui- 
tous mule in the southern cotton fields 
was teaching his betters sound political 
economy. They say down in Dixie that 
mules long trained not to trample upon 
the cotton plants in the course of culti- 
vation now positively refuse to do so 
as the farmer plows under a growing 
crop. 

Nor, perhaps, is the situation any less 
puzzling to the average farmer. For 
many years he has been urged, taught 
and all but driven into increased pro- 
duction. Agricultural colleges, state and 
other experiment stations, a whole de- 
partment of the Government in Wash- 
ington—all have fostered the idea that 
it was his duty as well as his economic 


privilege to intensify his cultivation, use 
more fertilizers, dig out the fence cor- 
ners and use every foot of his ground 
in the best possible means to double his 
output, make two ears of corn grow 
where one grew before, and even by 
irrigation to make a desert blossom like 
a rose, 

Traditions of thrift also have taught 
him to avoid waste. Now come orders, 
or at least a polite request from Wash- 
ington, accompanied in this case by a 
check, which changes the whole order 
of things. The farmer is not only to 
cut down his production by not plant- 
ing but actually to destroy crops. 

In the first instance a little over 1,- 
800,000 cotton planters have ploughed 
under 10,396,000 acres of growing cot- 
ton, most of it so far matured as to 
commence to show a dirty white 
through the split green boll. The imme- 
diate cash outlay for this is $109,000,- 
000, to which is added $11,000,000 for 


Estimated Federal payments 
for direct unemployment and 
farm relief now being made 
and to be made within the 
next six months or so 


How Each State Is Benefiting—Estimates 


Unemployment 
Relief 


Farm 
Bounties 


$ 7,962,237 


Unemployment 
Relief 


$17.362,237 
2,191,227 
18,097,426 
22,711,164 
7,554,000 
6,470,000 
2,318,076 
1,050,000 
8,413,500 
15,285,000 
5,481,133 
91,931,691 


Farm 
Bounties 


$28,573,230 
57 


Totals 


$34,773,230 
307,097 

775,000 
15,074,870 
1,521,790 
62,357,135 
21,538,456 
18,710,989 
50,358,572 
26,537,997 
7,106,163 


674,870 
1,096,790 
887,135 
14,938,456 
17,460,989 
13,458,572 
21,137,997 
3,206,163 
7,553,926 


55,953,926 
2 000 


17,256,987 
11,471,986 
13,147,198 
75,247,610 


16,676,445 
37,125,733 
34,179,438 
8,103,844 
6,582,000 
8,071 
2,982,629 
260,000 
5,947,141 
15,526,712 
12,410,000 
18,115,983 
6,829,256 
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PER CAPITA SHARE 
IN THE FIRST BILLION 


The totals in the table on Page 30 are broken down to show the per capita 

share of the citizens in each state. These amounts vary from $1.31 in 

Vermont to $27.48 in North Dakota. The estimated amounts used in the 

map above and the table opposite are computed from the best available 
data in Washington 


refunds and expenses, some of the lat- 
ter relating to operations in the spring 
when a subsidiary speculative feature 
of the scheme is paid for. This is fi- 
nanced by a processing tax of 4.2 cents 
per pound on cotton, which will pro- 
duce $120,000,000. All over the country 
but especially in the West about one- 
sixth of the average wheat acreage is to 
be kept out of cultivation, for which 
the wheat growers are being paid 
bounties aggregating, by spring, an- 
other $121,000,000 plus $15,000,000 for 
refunds and expenses and $15,000,000 
for promotion of exports. A processing 
tax of 30 cents a bushel on wheat fi- 
nances this plan, the tax producing 
$136,000,000. 

In the central west 1,000,000 brood 
sows and 4,000,000 immature shoats are 
being bought up and slaughtered at a 
premium of $4 a head in addition to 
the current market price, and the prod- 
uct is passed to charity at a cost of 
$46,000,000, to which is to be added 
$9,000,000 for refunds and expenses, 
all to be financed by a processing tax 
of one half cent a pound on the hogs. 


This is merely a temporary or initial 
scheme; the permanent scheme for hog- 
corn restriction is to start in October at 
an estimated expense of $150,000,000. 

Considerably over half of the pay- 
ments in the agricultural adjustment 
campaign have already been made or 
are now being made. The wheat bounty 
is being paid in two installments. It ‘is 
based on the 30-cent processing tax, and 
it is expected that this tax, after meet- 
ing all the expenses of the administra- 
tion of the scheme, will net the farmer 
28 cents a bushel. The allotment of 
production for each state has been 
made, and 20 cents a bushel is now be- 
ing paid the wheat growers. The rest 
will be paid in the spring after a check- 
up to see that the production has been 
cut in accordance with the agreements. 
For instance, the total bounty to be 
paid Kansas growers under the produc- 
tion allotment amounts to $25,579,438 
—that is, 28 cents a bushel on their pro- 
duction allowance of 90,355,136 bushels. 
Twenty cents a bushel or $18,271,027 
has been or is being paid and the rest 
will follow after next year’s crop is in. 


North Dakota gets $11,043,642 now 
and $4,417,347 next spring. So with the 
other wheat growing states. However, 
the authorities do not expect the whole 
of the production allotment to be taken 
up. They count on paying $120,000,000 
in bounties, although the production al- 
lotment calls for over $127,000,000. 
Checks to cotton farmers for plow- 
ing under a portion of their crop are 
being mailed as the amounts due, fixed 
at from $6 to $12 per acre with the 
speculative option and from $7 to $20 
per acre without the option, accord- 
ing to average production, are deter- 
mined. The speculative option, with 
lower cash payment, is the privilege 
granted the farmer of buying at 6 
cents a pound an amount of cotton esti- 
mated as equal to that which he has 
destroyed, thus promising him a sub- 
stantial profit upon it if and when cot- 
ton advances in price as a result of 
crop destruction. His profit on this spec- 
ulation will be paid him when the cot- 
ton is sold in the next selling season. 
The temporary hog-corn bounty is 
being paid the farmers as they sell the 
immature shoats and sows, and most 
of the $55,000,000 estimated as the out- 
lay has already found its way into farm- 
er pockets. The exact scheme for re- 
stricting next year’s corn crop is to be 
determined in October, and it is ex- 
pected that the bounty, estimated at 
around (CONTINUED ON PAGE 52) 
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The Financing Will Be 
$2,000,000,000 in 

4 Per Cent Bonds 
Guaranteed as to 


Interest Only 


A Washington 


By the United States Government 


HEN the Congress, in response 

‘4 to a special message from the 

President of the United States, 
passed the Home Owners’ Loan Act 
last June, foreclosures of homes were 
proceeding at the rate of approximately 
20,000 per month. This measure was 
designed not merely to prevent the loss 
of these homes but contemplated also 
the larger purpose of halting the de- 
moralization of the real estate market, 
in consequence of which the security 
of all real estate investments was dis- 
appearing. 

The Home Owners’ Loan Act of 
1933, which was approved by the 
President on June 13, is a temporary 
relief measure supplementing the Fed- 
eral Home Loan Bank System, which 
was established last year for the pur- 
pose of stabilizing long term credit in 
the home financing field. Under the new 
Act, the Federal Home Loan Bank 
Board was authorized to set up the 
Home Owners’ Loan Corporation with 
capital stock amounting to $200,000,- 
000, subscribed for by the Treasurer 
of the United States, and with author- 
ity to issue $2,000,000,000 of tax-ex- 
empt bonds to bear interest at a rate 
not to exceed 4 per cent per annum. 

The Home Owners’ Loan Corporation 
was authorized to aid distressed home 
owners in three ways. Briefly these are 
(a) to exchange existing mortgages, in 
distress, for the Corporation bonds, 
provided the amount of bonds does not 
exceed 80 per cent of the appraised 
value of the property; (b) to exchange 
existing mortgages, in distress, for cash, 
provided the amount required does not 
exceed 40 per cent of the appraised 
value of the property, and (c) to make 
cash loans to home owners for the pur- 
pose of paying taxes and/or making 
necessary repairs, provided the prop- 
erty is not otherwise encumbered and 
provided the amount of cash required 
does not exceed 50 per cent of the ap- 
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praised value of the property (cash 
advances for the payment of taxes and 
for necessary maintenance and repairs 
may also be made in cases where mort- 
gages are exchanged for bonds, pro- 
vided the amount of the bonds plus 
the cash advance needed does not ex- 
ceed 80 per cent of the appraised value 
of the property). 

The Corporation is of a temporary 
nature only and is authorized to make 
loans under the plans outlined above 
only during the three-year period end- 
ing June 13, 1936. Thereafter its ac- 
tivities are confined to liquidating the 
loans it has made, all of which are to 
be amortized within a 15-year period, 
unless the Federal Home Loan Bank 
Board allows extensions of time in cases 
where circumstances appear to warrant 
such action. 

The Act creating the Corporation 


provides that the Federal Home Loan 
Bank Board shall serve as the board of 
directors of the Corporation, and au- 
thorizes it to establish such offices and 
agencies as the Board may deem neces- 
sary to carry out the purposes of the 
Act. Accordingly, headquarters of the 
Corporation have been established in 
each state under the direction of a 
state manager, and as many local 
offices have been opened as the Board 
deemed necessary to serve properly the 
home owners in each community. The 
entire personnel, including state man- 
agers and state as well as local at- 
torneys and appraisers, was appointed 
before the end of August and ac- 
tive operations were under way in a 
majority of the states prior to that 
time. 

Predictions that mortgagees, whose 
acceptance of the Corporation’s bonds 
in exchange for delinquent mortgages 
is purely voluntary, would refuse to take 
them have proved to be groundless. 

True, a mortgage holder who is re- 
ceiving 6 per cent interest on the loan 


Frank A. Chase is director of the field service of the Home Owners’ Loan 
Corporation. Under him are the Corporation’s real estate appraisers 
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By A. J. MERTZKE 


View of H O L C 4% Bonds 


would not find it to his interest to ex- 
change such a mortgage for bonds 
yielding but 4 per cent (even though 
the bonds are exempt from taxes other 
than gift, inheritance and surtaxes). 
However, it is not the purpose of the 
Corporation to compete with or to dis- 
place existing home financing agencies, 
but to render emergency relief to mort- 
gageors actually in distress. In a great 
majority of such cases the mortgagee 
would gladly accept 4 per cent bonds 
guaranteed as to interest for a period 
of 18 years in preference to carrying 
the mortgages at a net loss or incurring 
the expense and disfavor in connection 
with foreclosing the property. That this 
expectation was sound has been proved 
by the volume of exchanges that have 
already been consummated in every 
office opened by the Corporation. It is 
too early to give exact figures, but it 
must be clearly evident now, even to 
the most skeptical, that the law is ac- 
tually working and that home owners 
by the thousands are saving their 


properties from loss through foreclo- 


sure. As evidence of this we may cite 
the fact that in July, when the certainty 
of this relief was fully assured, fore- 
closures in 1,050 communities, represent- 
ing 53.7 per cent of the population of 
the United States, dropped nearly 
2,500 below the number for June. The 
total number in June was 19,702 and 
in July it was 17,220. 

Many questions have been raised 


Mr. Mertzke is economist of the 
Federal Home Loan Bank Board 


relative to the probable market value 
of the bonds of the Home Owners’ Loan 
Corporation. The importance of main- 
taining these bonds at near par value 
is very great if they are to be freely ac- 
cepted by mortgagees in exchange for 
mortgages, without which the Corpora- 
tion could not function and the entire 
purpose of the Act would be defeated. 
The safeguards around these bonds are 
such, therefore, that they may be re- 
garded as sound even under present 
market conditions and as conservative 
investments in good or better times. 
Among the elements of strength in 
these bonds is first the provision in the 
law that no loan made by the Corpora- 
tion may exceed 80 per cent of the value 
of the property as appraised by the 
Corporation. This means current, not 
1929 or 1928, appraisals. Consequently, 
the greatest element of weakness under- 
lying millions of mortgage loans, name- 
ly appraisals based on inflated values, 
is removed, and since the properties se- 
curing these loans are certain to sell 
on a rising market as we emerge from 
the depression, the security behind 
these bonds will steadily gain in value. 
Moreover, all loans made by the Cor- 
poration are to be amortized in 15 
years, with the result that month by 


The Home Owners’ Loan Corporation will have served 
its purpose well if it saves the homes of thousands of 
deserving families throughout the country and in- 
directly helps to rebuild real estate equities and values 
on a sound basis—one which will enable the establish- 
ed competitive agencies in the home financing field to 
resume their normal place in supplying credit to home 
owners on a new foundation, strengthened by the rich 
lessons now so plainly discernible as a result of the chast- 
ening experiences of the past few years.—The Author 


month the equities behind these loans 
will be increasing. 

So much for internal safeguards. In 
order to insure a definite return to those 
accepting these bonds, the Home Own- 
ers’ Loan Act provides that interest on 
the bonds at a rate not to exceed 4 per 
cent shall be guaranteed by the Trea- 
surer of the United States. A 4 per 
cent guarantee of interest, combined 
with the provision that these bonds 
shall be tax exempt*, should make 
them as attractive low yield invest- 
ments as any security representing a 
comparable yield. The interest on loans 
made by the Corporation shall not ex- 
ceed 5 per cent, except cash advances 
to take up mortgages representing less 
than 40 per cent of the appraised 
values, on which the rate of interest is 
6 per cent, These yields are ample to 
insure full and regular payment of in- 
terest on the Corporation’s bonds. 


*The Act provides that, “the bonds issued 
by the Corporation under this subsection 
shall be exempt, both as to principal and 
interest, from all taxation (except surtaxes, 
estate, inheritance and gift taxes) now or 
hereafter imposed by the United States or 
any District, Territory, dependence or pos- 
session thereof, or by any State, county, 
municipality or taxing authority.” 
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The Reserve System’s 
Manifest Destiny 


Washington, D. C. 


7 HEN the Federal Reserve Sys- 
tem of the United States was 
established by the Act of Con- 

gress approved December 23, 1913, its 
purpose, as described in the preamble 
of the Act, was “to provide for the es- 
tablishment of Federal Reserve banks, 
to furnish an elastic currency, to afford 
means of rediscounting commercial pa- 
per, to establish a more effective super- 
vision of banking in the United States 
and for other purposes.” 

Exactly what may be the “other pur- 
poses” indicated in the preamble is not 
set forth in the Act itself, but since 
the members of the Federal Reserve 
Board are appointed by the President 
with “due regard to a fair representa- 
tion of the financial, agricultural, in- 
dustrial and commercial interests and 
geographical divisions of the country” 


At the end of August, Govern- 
ment Securities made up more 
than 92 percent of the Re- 


serve’s outstanding credit. 


1918 average was 8 per 


it has always been assumed that the 
purposes of the organization were 
purely of a banking nature with special 
regard for the use of the banking re- 
sources of the country for business pur- 
poses. 

There may have been some indefinite 
idea in the minds of the drafters of the 
Act that the System would act as a fiscal 
agent of the Government under some 
circumstances, but this idea does not 
appear in the Act itself. Until the ad- 
vent of the current business depression 
the policy of the Federal Reserve Board 
and of the System generally, on the face 
of things at least, has been to suit its 
course to the needs of agriculture, com- 
merce and industry as reflected in the 
needs of member banks, the general con- 
dition of the financial markets and the 
general credit situation. 

Such indeed may be the policy of the 
Reserve bank authorities at the present 
time, but in the past three years there 
have been changes in the nature and vol- 
ume of the outstanding credit of the 
System which give rise to considerable 
misgivings on the part of conservative 
financiers, which have greatly modified 
the relation of the Reserve banks to 
their constituent members and which 


_. A. BARTON HEPBURN—1914 


The 


cent 


may materially influence the credit poli- 
cies of the System in the future. These 
changes have been forced upon the Re- 
serve banks to some extent by changing 
business conditions, and especially by 
Acts of Congress which have reflected 
changed business conditions. The na- 
ture and extent of these changes appear 
from the table on the next page showing 
the amount of Federal Reserve credit 
outstanding at five-year periods be- 
tween the World War and the height 
of the 1926-1929 period of inflation, 
and by yearly averages since that crisis. 

It should be noted that the averages 
for the first half of the current year 
have been greatly modified by the tre- 
mendous expansion in member bank 
borrowings over the bank holiday pe- 
riod from February to May, inclusive. 
The average of January and June, be- 
fore and after the crisis, shows total 
bills held amounting to $243,000,000— 
less than half the six months’ average. 


The late A. Barton Hepburn, chairman of the Chase National Bank, was chairman of 
the Currency Commission of the American Bankers Association when, in 1914, he 
presented to the Convention his historical report against the congressional bill setting 
up the Federal Reserve System 
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1913—Carter Glass just after 
he had become Secretary of 
ethe Treasury under President 
Wilson. Those standing are 
members of the House Bank- 
ing and Currency Committee 


At all events the figures at the end of 
August show the climax of the changes 
which have been in progress for years, 
particularly since 1929. 

The course of these great mutations 
in both the volume and nature of the 
Reserve credit outstanding is affected 
more or less directly by several factors. 
As the basis for it all are the monetary 
gold stock and Treasury currency, a lack 
of which naturally tends to a decrease in 
available credit. As factors of increase, 
the amount of money in the Reserve 
available for credit is reflected in the 
member bank reserve balances, non- 
member bank deposits, unexpended 
capital funds and money in circulation. 
Drafts upon the country’s gold stock 
such as the withdrawal of French bal- 
ances when France stabilized its cur- 
rency, that which followed the depar- 
ture of Great Britain from the gold 
standard, the heavy withdrawal of for- 
eign balances from American banks in 
the early months of 1932 and again in 
1933—all tend to restrict credit, while 
the influx of gold which has character- 
ized nearly all other periods since the 
War has tended greatly to expand cred- 


it. Influencing the whole situation is the _ 


varying credit demand. 

In all these changes tending tech- 
nically to expand or restrict Reserve 
credit, however, the System has oper- 
ated practically without a flaw in its 
procedure and without serious embar- 
rassment in its results. The tremendous 


Carter Glass told the American Bankers Association Convention in 1914 
how bankers had gone to President Wilson to state their opposition to the 
Federal Reserve bill. Their contention was that bankers should have 
greater representation on the System’s Board. President Wilson said to 
them “Gentlemen, I challenge you to point to one government board in 
this or any civilized country where private interests have representation.” 


changes in the volume and especially in 
the composition of outstanding credit 
have been due to other causes. 

The expansion in the volume of out- 
standing credit, which has more than 
doubled in three years, has been due 
largely to banking and currency- diffi- 
culties. After the War the total volume 
gradually decreased, subject to seasonal 
variations, until 1924, after which it 
gradually rose to a peak at the end of 
1928. Thereafter it gradually decreased, 
subject again to seasonal variations, 
until the spring of 1931. There was an 


Federal Reserve Credit 


Average Yearly Volume and Composition Calculated 
by Months in Millions of Dollars 


BILLS 
DISCOUNTED 
AND BILLS 

BOUGHT 


1,421 


UNITED 
STATES 


YEAR SECURITIES 


1918 

1923 

1928 

1929 

1930 

1931 

1932 

1933 (6 mos) 

1933, July 
August 
August 31 
Sept. 13 


U. S. 
TOTAL SECURITIES 
CREDIT Per CENT 
OUTSTANDING OF TOTAL 


1,723 
1,205 
1,505 
1,459 
1,079 
1,272 
2,059 
2,440 
2,211 
2,245 
2,298 
2,357 


OTHER 
RESERVE 
BANK 
CREDIT 
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increase in the demand for currency as 
early as November, 1930, as a result of 
increasing bank failures, but incoming 
gold shipments afforded necessary sup- 
plies without resort to credit. 
Commencing in September, 1931, 
however, following the demand of Eu- 
rope for gold and the spread of banking 
troubles in the United States which led 
to increased hoarding of currency, the 
expansion in credit was exceptionally 
great, amounting to over a billion dol- 
lars within a few weeks. Some of this 
increase was the result of purchases of 
Government bonds in the open market 
by the Reserve banks to ease the with- 
drawal of European balances, but there 
was also an increase of $436,000,000 in 
bills discounted, $83,000,000 in bills 
bought and $25,000,000 in other Re- 
serve credit—a total of $544,000,000 in 
credit expansion of a normal sort. The 
increase in total credit outstanding at 
the end of December, 1931, as compared 
with the previous December, amounting 
to about $725,000,000, was accordingly 
in agreement with the normal practices 
of the banks and with the original 
intent of the founders of the Reserve 
System. 
With the beginning of 1932 a new 
order of things was inaugurated. The 
volume of outstanding credit remained 
at the high (CONTINUED ON PAGE 43 
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Resolutions 


IHE year that has elapsed since the 

membership of this organization met in 
convention at Los Angeles has been the 
most eventful in the long history of the 
American Bankers Association. We have 
experienced the banking crisis that led to 
the temporary suspension of activity by all 
banks in March of this year. Following the 
banking crisis there came a period of extra- 
ordinarily rapid expansion of business activ- 
ity during which the prices of securities and 
commodities advanced, production of goods 
increased, and unemployment was dimin- 
ished. 

During this recovery almost every oper- 
ating condition relating to banking has been 
improving. 

While this betterment of general business 
conditions was in process, this nation sus- 
pended the gold basis for its currency and 
enacted permissive legislation providing for 
monetary and credit inflation. In the same 
session of the Congress new legislation was 
enacted providing for sweeping changes in 
our banking system and procedure. These 
events and developments have been accom- 
panied by many others almost equally im- 
portant and unprecedented. They have con- 
tributed in combination to make the past 
twelve months a year beset by strange per- 
plexities and grave difficulties for bankers. 

It has already become evident that the 
new Banking Act of 1933 does not provide 
a satisfactory and adequate legal basis for 
American banking and the Reserve System. 
It is also clearly true that this nation can- 
not indefinitely continue to carry on its 
business affairs with a monetary system in 
so unsettled a state as it is in at present. 
The American Bankers Association is of 
opinion that the vastly important problems 
of money and banking and central bank- 
ing, that are pressing for solution and settle- 
ment, should be considered together and in 
relation to one another, and not separately 
and piecemeal. 

We believe that they should be made the 
subjects of searching and careful study by a 
Federal Commission appointed to report on 
them and to draft suggested legislation, and 
empowered to secure such testimony and 
advice, and to employ such technical assis- 
tance as may be deemed necessary to carry 
the work through to conclusion in the most 
competent manner. This undertaking would 
entail prolonged effort, but we recommend 
that it be initiated, and pending its out- 
come we commend to the Administration 
and to the Congress the advisability of re- 
fraining from experimental amendments to 
our banking legislation, and from experi- 
mental manipulations of our money system. 

We recommend to the National Admin- 
istration at Washington that it seek means 
for postponing the initiation of deposit in- 
surance which under the provisions of the 
Banking Act of 1933 would be put into 
operation at the beginning of 1934. The 
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Chicago, 1933 


new law provides for the organization of a 
corporation to administer the insurance 
of deposits, but as yet this corporation has 
not been formed. The new law also pro- 
vides that there shall be made a thorough 
examination of banks to determine their 
qualifications for insurance as a pre- 
requisite to their admittance to its privi- 
leges, but these examinations have not 
as yet been made. There is not now re- 
maining sufficient time before the begin- 
ning of next year to carry through the 
examinations the law requires, nor are 
there enough experienced bank examiners 
to do the work adequately even if the time 
were considerably longer. 

There are now more than 2,700 banks 
that are operating on a restricted basis. 
Most of these banks could not qualify for 
deposit insurance unless reorganized. Near- 
ly all of them would be forced to suspend. 
There are also many unrestricted banks 
that are now making rapid gains in strength 
and liquidity, but which have little prospect 
of being able to qualify under rigorous ex- 
amination for deposit insurance before the 
beginning of next year. 

It is our considered judgment that means 
should be found to postpone action in put- 
ting into effect the proposed measures for 
deposit insurance. We believe that if the 
attempt is made to hurry through arbitrar- 
ily strict examinations the result will be 


the suspension and liquidation of some 
thousands of banks which would deprive 
many communities of any banking facili- 
ties, and would entail new losses and new 
credit deflation that would unsettle busi- 
ness and impair the prospects of recovery. 
If, on the other hand, the necessarily hur- 
ried examinations should be lax and super- 
ficial many institutions would be admitted 
to deposit insurance that cannot rightfully 
qualify for its privileges. Under those cir- 
cumstances we believe that means should 
be found to postpone initiation of deposit 
insurance until the authorities at Washing- 
ton can cause to be made an adequate 
study and report covering the whole matter. 

The American Bankers Association here- 
by records its deliberate judgment that the 
dangers involved in attempting to initiate 
at the beginning of 1934 the provisions for 
deposit insurance contained in the Bank- 
ing Act of 1933 are genuine and serious. It 
holds that the whole project for deposit 
insurance embodied in that law should be 
reconsidered, and it reiterates its convic- 
tion that the postponement of the first 
phase of the project is of the first impor- 
tance. 

We pledge our support and cooperation 
in the recovery campaign that is now under 
way, and we point out that the banking 
support that is in the long run most effec- 
tive and helpful is that which conforms to 
the principles of sound banking and which 
by so doing safeguards the institution and 
the funds of its depositors. 

We commend to the thorough and 
thoughtful consideration of all bankers the 
opportunities to expand and strengthen the 
capital structures of their institutions that 
are being made available through the offer 
of the Reconstruction Finance Corporation 
to purchase freely the preferred stock or 
capital notes of banks. 

We express our sense of deep obligation 
to our retiring president, Mr. Francis H. 
Sisson. It has been his lot to have served 
the Association as its chief during a year 
that has been difficult and trying in the ex- 
treme. He has represented this Association 
at all times with force, dignity and skill 
in his contacts with the public, the press, 
the business world and with the National 
Administration at Washington. 

The Association extends its sincere thanks 
to the bankers, hotels, press, general pub- 
lic and to the representatives of the Cen- 
tury of Progress in the City of Chicago for 
the manifold kindnesses and gracious hos- 
pitality extended to the delegates and their 
families. The Association is likewise in- 
debted to the speakers at the various ses- 
sions of the Convention, divisions and sec- 
tions, who by their carefully prepared ad- 
dresses have helped to make this Fifty- 
Ninth Convention one of profit,and enjoy- 
ment to all who have been privileged to be 
present. 
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New Second 
Vice-President 


ROBERT V. FLEMING, President of 
the Riggs National Bank, Washington, 
D. C., was elected Second Vice-Presi- 
dent of the American Bankers Associa- 
tion at its 1933 Convention. 

Mr. Fleming was born in Washing- 
ton in 1890 and received his education 
in the Friends’ School, Western High 
School and George Washington Univer- 
sity, all of Washington, D. C. 

He began his business career as a 
runner at the Riggs National Bank in 
Washington in 1907, holding various 
clerical positions in that bank continu- 
ously, and being made assistant cashier 
in 1916, cashier and secretary of the 
board in 1920, vice-president and 
cashier in 1921, first vice-president in 
1924 and president in 1925, which posi- 
tion he now holds. 

Among his other business connec- 
tions, he is director of the Washington 
Railway & Electric Company, Potomac 
Electric Power Company, Chesapeake 
and Potomac Telephone Company, 
Acacia Mutual Life Insurance Com- 
pany and the National Capital Republi- 
can Club. He is treasurer and life 
trustee of the Corcoran Gallery of Art, 
life trustee of the National Geographic 


Mr. Fleming 


EVENTS AND INFORMATION 


New Officers 


President—FRANCIS MARION LAW 


First Vice-President—RUDOLF S. HECHT 


Second Vice-President—ROBERT V. FLEMING 


Treasurer—HAL Y. LEMON (see Page 14) 


Society, vice-president and director of 
the Washington Board of Trade, 
treasurer and director of the Chamber 
of Commerce of the United States, 
treasurer of the National Symphony 
Orchestra Association of Washington, 
D. C., and vice-president and trustee of 
the Washington Community Chest. 

Mr. Fleming has been active in bank- 
ing association affairs, is a member of 
the Administrative Committee, Execu- 
tive Council of the Association and 
chairman of the committee on Federal 
Legislation and of the Federal Legisla- 
tive Council. 


New General Counsel 


DELOS J. NEEDHAM of Cleveland, 
Ohio, has been appointed General 
Counsel of the American Bankers As- 
sociation, filling the vacancy caused by 
the death last March of Thomas B. 


Mr. Needham 


Paton, who served the organization for 
25 years in that. capacity. 

Mr. Needham was born in Lancaster, 
Wisconsin, in 1885. He received his 
A. B. degree in 1907 and LL.B. in 
1909 from the University of Washing- 
ton, Seattle, afterward taking work in 
the law school of the University of 
Michigan. In 1909-1910 he taught in 
the Bremerton High School, Bremerton, 
Washington, and from 1910 to 1913 did 
special work in the Land Department of 
the Northern Pacific Railway, in the 
city of Tacoma. 

From 1913 to 1918 he practiced law 
and for the next two years was office 
counsel of the Cleveland district. Ordi- 
nance Office of the War Department. In 
1920 he was in charge of the Cleveland 
District Ordinance Claim Board. He 
then served until 1922 as Assistant 
United States District Attorney for the 
Northern District of Ohio. Since that 
time he has been office counsel in charge 
of the legal department of the Central 
United National Bank in Cleveland. He 
has also been a member of the trust 
committee of the Ohio Bankers Asso- 
ciation for the past three years, contact- 
ing the legislative committee of that as- 
sociation during that period. 

Mr. Needham is married and has two 
daughters. He is a member of the 
American Bar Association and the 
Cleveland Bar Association. He is a 
Mason and belongs to the Beta Theta 
Pi and Phi Delta Phi fraternities, and 
is a member of the University Club of 
Cleveland. 

The new General Counsel comes to 
the Association at a time when legisla- 
tive developments in Washington and 
the various states are likely to teil 
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Committees and Commissions 


elected President of the American 

Bankers Association, has announced 
the following personnel of the Commit- 
tees and Commissions of the general 
organization to serve during the coming 
Association year, ending with the 1934 
Convention next fall: 


P MARION LAW, newly 


Five Members-at-Large of Executive 
Council 

Robertson Griswold, vice-president, 
Maryland Trust Company, Baltimore, Md. 

Frank K. Houston, executive vice-presi- 
dent, Chemical Bank & Trust Company, 
New York. 

W. F. Morrish, president, Bank of 
America N. T. & S. A., San Francisco. 

John K. Ottley, president, First National 
Bank, Atlanta, Ga. 

Edmund S. Wolfe, president, First Na- 
tional Bank & Trust Company, Bridgeport, 
Conn. 


Vice-Presidents for Territories 


ALasKA: B. M. Behrends, president, 
B. M. Behrends Bank, Juneau. 

Hawall: A. D. Castro, president, Union 
Trust Company, Honolulu. 

PHILIPPINE ISLANDS: P. J. Compos, 
president, Bank of the Philippine Islands, 
Manila. 


Vice-Presidents for Foreign Countries 

CaNnaDA: W. G. Gooderham, president, 
Bank of Toronto, Toronto, Ontario. 

CHINA: Frank J. Raven, president, 
American Oriental Banking Corporation, 
Shanghai. 

Cusa: R. de Arozarena, manager, Royal 
Bank of Canada, Havana. 

ENGLAND: F. A. Klingsmith, manager, 
Bankers Trust Company, London E. C. 2. 

FRANCE: D. P. McComas, vice-president, 
Bankers Trust Company, Paris. 

IsLE OF PINEs: John A. Miller, president, 
National Bank & Trust Company, Nueva 
Gerona. 

Mexico: Augustin Legorreta, general 
manager, Banco Nacional de Mexico, Mex- 
ico City. 

PANAMA: Ernesto de la Guardia, presi- 
dent, Banco Nacional, Panama. 


Agricultural Commission 


H. Lane Young, executive manager, Citi- 
zens and Southern National Bank, Atlanta, 
Georgia, Chairman. 

Dan H. Otis, First National Bank Build- 
ing, Madison, Wisconsirr, Director. 


(Term expiring 1934) 

Fred A. Irish, vice-president, First Na- 
tional Bank and Trust Company, Fargo, 
North Dakota. 

A. C. Kingston, vice-president, Citizens 
National Bank, Stevens Point, Wisconsin. 
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1933-1934: 


Ben S. Paulen, chairman, First National 
Bank, Independence, Kansas. 

H. Lane Young, executive manager, Citi- 
zens and Southern National Bank, Atlanta, 
Georgia. 

(Term expiring 1935) 

W. T. Daniel, cashier, Bank of Waverly, 
Waverly, Virginia. 

E. B. Harshaw, vice-president and cash- 
ier, Grove City National Bank, Grove City, 
Pa. 

William K. Payne, chairman of board, 
National Bank of Auburn, Auburn, New 
York. 

Charles M. Smith, president, Marble Sav- 
ings Bank, Rutland, Vt. 


(Term expiring 1936) 


P. B. Doty, “president, First National 
Bank, Beaumont, Texas. 

J. E. Huntoon, vice-president, Bank of 
America, San Francisco, California. 

Charles H. Laird, president, Burlington 
County Trust Company, Moorestown, N.J. 

F. J. Paro, vice-president, Mercantile- 
Commerce Bank and Trust Company, St. 
Louis, Mo. 


Associate Members Agricultural 
mmission 
R. M. Hardy, president, Yakima-First 
National Bank, Yakima, Washington. 
Travis Oliver, president, Central Savings 
Bank and Trust Company, Monroe, La. 


Advisory Council. 
Agricultural Commission 
F. D. Farrell, president, Kansas Agricul- 
tural College, Manhattan, Kansas. 


H. O. EDMONDS 
President of the Trust Division, vice- 
president of the Northern Trust Com- 
pany-Bank, Chicago. During the past 
year he has been chairman of the Di- 
vision’s Executive Committee 


H. L. Russell, director, Wisconsin Alumni 
Research Foundation, University of Wis- 
consin, Madison, Wisconsin. 


Bank Management Commission 

Ronald Ransom, executive vice-presi- 
dent, Fulton National Bank, Atlanta, Ga., 
Chairman. 

Orval W. Adams, vice-president, Utah 
State National Bank, Salt Lake City, Utah, 
Vice-Chairman. 

Frank W. Simmonds, Deputy Manager, 
American Bankers Association, 22 East 
40th Street, New York, Secretary. 


(Term expiring 1934) 


John N. Edlefsen, vice-president, United 
States National Bank, Portland, Oregon. 

Lawrence W. Eley, vice-president, Se- 
curity-First National Bank, Los Angeles, 
California. 

H. H. Griswold, president, First National 
Bank and Trust Company, Elmira, New 
York. 

(Term expiring 1935) 

Arch W. Anderson, vice-president, Con- 
tinental Illinois National Bank and Trust 
Company, Chicago. 

G. Fred Berger, treasurer, Norristown- 
Penn Trust Company, Norristown, Pa. 

M. H. Malott, president, Citizens Bank, 
Abilene, Kansas. 


(Term expiring 1936) 


Orval W. Adams, vice-president, Utah 
State National Bank, Salt Lake City. 

P. D. Houston, chairman of board, 
American National Bank, Nashville, Tenn. 

Ronald Ransom, executive vice-president, 
Fulton National Bank, Atlanta, Georgia. 


EX-OFFICIO: 


Vice-President, National Bank Division: 
C. J. Lord, president, Capital National 
Bank, Olympia, Washington. 

Vice-President, Savings Division: How- 
ard Moran, vice-president, American Se- 
curity and Trust Company, Washington, 
BC 

Vice-President, State Bank Division: 
James C. Bolton, vice-president, Rapides 
Bank and Trust Company, Alexandria, La. 

Vice-President, Trust Division: Leon M. 
Little, vice-president, New England Trust 
Company, Boston, Mass. 

Vice-President, American Institute of 
Banking: Charles F. Ellery, assistant trust 
officer, Fidelity Union Trust Company, 
Newark, New Jersey. 

Vice-President, State Secretaries Section: 
George A. Starring, executive manager, 
South Dakota Bankers Association, Huron, 
South Dakota. 

Past Chairman, Bank Management Com- 
mission: Fred W. Ellsworth, vice-president, 
Hibernia National Bank, New Orleans. 


Commerce and Marine Commission 


Fred I. Kent, director, Bankers Trust 
Company, New York, N. Y., Chairman. 


‘ 
WALINGER 


W. Espey Albig, Deputy Manager, Amer- 
ican Bankers Association, 22 East 40th 
Street, New York, Secretary. 


(Term expiring 1934) 


Fred I. Kent, director, Bankers Trust 
Company, New York. 

Robert F. Maddox, chairman of board, 
First National Bank, Atlanta, Ga. 

W. R. Morehouse, vice-president, Se- 
curity-First National Bank, Los Angeles, 
Cal. 

Lewis E. Pierson, chairman of board, 
Irving Trust Company, New York. 

Joseph Wayne, Jr., president, Philadel- 
phia National Bank, Philadelphia. 


(Term expiring 1935) 


Walter L. Dunham, president, Detroit 
Savings Bank, Detroit, Michigan. 

J. F. Flournoy, Jr., vice-president, Whit- 
ney National Bank, New Orleans, La. 

Robertson Griswold, vice-president, 
Maryland Trust Company, Baltimore, Md. 

Lewis L. Strauss, member of firm, Kuhn, 
Loeb and Company, New York. 

Evans Woollen, president, Fletcher Trust 
Company, Indianapolis, Indiana. 


(Term expiring 1936) 


J. B. Chaffey, vice-president, California 
Bank, Los Angeles, California. 


CLYDE HENDRIX 


President of the State Bank Division, 
president of the Tennessee Valley Bank, 
Decatur, Alabama. He has served as 
State Vice-President of the American 
Bankers Association in Alabama and as 
a member of the Executive Council 


C. B. Hazelwood, vice-president, First 
National Bank, Chicago, Illinois. 

W. L. Hemingway, president, Mercantile- 
Commerce Bank and Trust Company, St. 
Louis, Mo. 

S. M. McAshan, president, South Texas 


Commercial National Bank, Houston, 
Texas. 
W. S. McLucas, president, National 


Bank of Detroit, Detroit, Michigan. 


Economic Policy Commission 


Leonard P. Ayres, vice-president, Cleve- 
land Trust Co., Cleveland, Chairman. 


Gurden Edwards, 22 East 40th Street, 
New York, Secretary. 


(Term expiring 1934) 


Leonard P. Ayres, vice-president, Cleve- 
land Trust Company, Cleveland, Ohio. 

R. S. Hecht, chairman of board, Hibernia 
National Bank, New Orleans, La. 

W. D. Longyear, vice-president, Security- 
First National Bank, Los Angeles. 

Melvin A. Traylor, president, First Na- 
tional Bank, Chicago, Illinois. 


(Term expiring 1935) 


Walter H. Bennett, president, Emigrant 
Industrial Savings Bank, New York. 

E. W. Decker, president, Northwestern 
National Bank, Minneapolis, Minn. 

A. P. Giannini, chairman of board, Bank 
of America National Trust and Savings 
Association, San Francisco, California. 

James R. Leavell, president, Continental 
Illinois National Bank and Trust Com- 
pany, Chicago, Illinois. 


(Term expiring 1936) 

Nathan Adams, president, 
tional Bank, Dallas, Texas. 

Thomas B. McAdams, executive man- 
ager, State-Planters Bank and Trust Com- 
pany, Richmond, Virginia. 

Max B. Nahm, vice-president, Citizens 
National Bank, Bowling Green, Kentucky. 

Charles F. Zimmerman, president, First 
National Bank, Huntingdon, Pa. 


First Na- 


Public Education Commission 

John H. Puelicher, president, Marshall 
and Ilsley Bank, Milwaukee, Wisconsin, 
Chairman. 

Richard W. Hill, 22 East 40th Street, 
New York, Secretary. 

C. W. Beerbower, secretary, Virginia 
Bankers Association, Roanoke, Virginia. 

Henry Lachenauer, Fidelity Union Trust 
Company, Newark, New Jersey. 

Albert S. Puelicher, vice-president, 
Marshall and Ilsley Bank, Milwaukee, Wis. 

A. D. Simpson, vice-president, National 
Bank of Commerce, Houston, Texas. 

Frank M. Totton, 2nd vice-president, 
Chase National Bank, New York. 

P. R. Williams, vice-president, Bank of 
America National Trust and Savings Asso- 
ciation, Los Angeles, California. 


Administrative Committee 

Francis Marion Law, president, . First 
National Bank, Houston, Texas, Chairman. 

J. W. Brislawn, secretary, Washington 
Bankers Association, Seattle, Washington. 

J. Stewart Baker, chairman of board, 
Bank of the Manhattan Company, New 
York, New York. 

Irving W. Cook, president, First Na- 
tional Bank, New Bedford, Massachusetts. 

H. O. Edmonds, vice-president, Northern 
Trust Company-Bank, Chicago, Illinois. 

Robert V. Fleming, president, Riggs Na- 
tional Bank, Washington, D. C. 

Harry J. Haas, vice-president, First Na- 
tional Bank, Philadelphia, Pa. 

Robert M. Hanes, president, Wachovia 
Bank and Trust Company, Winston-Salem, 
North Carolina. 

Rudolf S. Hecht, chairman of board, 
Hibernia National Bank, New Orleans. 

Clyde Hendrix, president, Tennessee 


Valley Bank, Decatur, Ala. 


LEE 


HENRY S. KINGMAN 
President of the Savings Bank Division, 
treasurer of the Farmers and Mechan- 
ics Savings Bank, Minneapolis, Minne- 
sota. Mr. Kingman has been Vice-Presi- 
dent of the Division for the past year 
and has also served on the Bank Man- 


agement Commission 


Henry S. Kingman, treasurer, Farmers 
and Mechanics Savings Bank, Minneapolis. 

Hal Y. Lemon, vice-president, National 
Bank of Detroit, Detroit, Michigan. 

Albert S. Puelicher, vice-president, Mar- 
shall and Ilsley Bank, Milwaukee, Wis- 
consin. 

Edward A. Seiter, vice-president, Fifth 
Third Union Trust Company, Cincinnati, 
Ohio. 

O. Howard Wolfe, cashier, Philadelphia 
National Bank, Philadelphia, Pennsylvania. 


Bankers NRA Code Committee 

Ronald Ransom, executive vice-president, 
Fulton National Bank, Atlanta, Georgia, 
Chairman. 

Frank W. Simmonds, Deputy Manager, 
American Bankers Association, Secretary. 

L. A. Andrew, vice-president, First Bank 
and Trust Company, Ottumwa, Iowa. 

Philip A. Benson, president, Dime Sav- 
ings Bank, Brooklyn, New York. 

Benjamin J. Buttenwieser, partner, 
Kuhn, Loeb and Company, New York City. 

J. R. Geis, chairman of board, Farmers 
National Bank, Salina, Kansas. 

Robert M. Hanes, president, Wachovia 
Bank and Trust Company, Winston-Salem, 
North Carolina. 

P. D. Houston, chairman of board, Amer- 
ican National Bank, Nashville, Tennessee. 

Percy H. Johnston, president, Chemical 
Bank and Trust Company, New York City. 

Thomas B. McAdams, executive man- 
ager, State-Planters Bank and Trust Com- 
pany, Richmond, Virginia. 

Abner J. Stilwell, vice-president, Con- 


vice-president, 
National Bank, Washington, D. C. ; 
O. Howard Wolfe, cashier, Philadelphia 
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tinental Illinois National Bank and Trust 
Company, Chicago, Illinois. : 

a Henry A. Theis, vice-president, Guaranty 

Trust Company, New York. 
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National Bank, Philadelphia, Pennsylvania. 


Bankruptcy Committee 

M. R. Sturtevant, vice-president, First 
National Bank, St. Louis, Mo., Chairman. 

W. F. Augustine, vice-president, Na- 
tional Shawmut Bank, Boston. 

Frank L. Carson, president, First Na- 
tional Bank, Wichita, Kansas. 

E. L. Noble, president, Texas City Na- 
tional Bank, Texas City, Texas. 

R. D. Sneath, president, Commercial 
National Bank, Tiffin, Ohio. 

General Counsel American Bankers As- 
sociation, 22 East 40th Street, New York, 
Advisory Member. 


Committee on Federal Legislation 

Robert V. Fleming, president, Riggs Na- 
tional Bank, Washington, D. C., Chairman. 

D. J. Needham, General Counsel, Ameri- 
can Bankers Association, 22 East 40th 
Street, New York, Secretary. 

DeWitt E. McKinstry, president, High- 
land-Quassaick National Bank and Trust 
Company, Newburgh, New York. 

Levi H. Morris, president, Newton Trust 
Company, Newton, New Jersey. 

Melvin Rouff, active vice-president, 
Houston National Bank, Houston, Texas. 

M. G. Shennan, vice-president, First 
National Bank, Wilkes-Barre, Pa. 

Lane D. Webber, vice-president, First 
National Trust and Savings Bank, San 
Diego, California. 


EX-OFFICIO 


Chairman Federal Legislation, National 
Bank Division: M. E. Holderness, vice- 
president, First National Bank, St. Louis, 
Mo. 

Chairman Federal Legislation, Savings 
Division: Philip A. Benson, president, 
Dime Savings Bank, Brooklyn, N. Y. 

Chairman Federal Legislation, State 
Bank Division: C. J. Kirschner, vice-pres- 
ident, Markle Banking & Trust Co., Hazle- 
ton, Pa. 

Chairman Federal Legislation, Trust Di- 
vision: M. P. Callaway, vice-president, 
Guaranty Trust Company, New York. 


Federal Legislative Council 


Robert V. Fleming, president, Riggs Na- 
tional Bank, Washington, D. C., Chairman. 
State Chairmen: 

ALABAMA: M. A. Vincentelli, president, 
Alabama National Bank, Montgomery. 

ARIZONA: Sylvan C. Ganz, executive 
vice-president, First National Bank of Ari- 
zona, Phoenix. 

ARKANSAS: W. H. Johnson, active vice- 
president, Merchants National Bank, Ft. 
Smith. 

CALIFORNIA: Lane D. Webber, vice-pres- 
ident, First National Trust & Savings Bank, 
San Diego. 

CoLorapbo: W. F. Rogers, vice-president, 
First National Bank, Denver. 

CONNECTICUT: John B. Byrne, president, 
Hartford-Connecticut Trust Co., Hartford. 

DELAWARE: J. G. Townsend, Jr., presi- 
dent, Baltimore Trust Co., Selbyville. 

D. or C.: Robert V. Fleming, president, 
Riggs National Bank, Washington. 

FLorwa: R. J. Binnicker, president, First 
National Bank, Tampa. ( Holdover) 
Georcia: W. S. Elliott, vice-president 
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and cashier, Bank of Canton, Canton. 

IpAHO: R. M. Walker, director, Wallace 
Bank & Trust Co., Wallace. 

ILLinoIs: W. R. McGaughey, vice-pres- 
ident, Millikin National Bank, Decatur. 

INDIANA: W. A. Collings, cashier, First 
National Bank, Crawfordsville. 

Iowa: Robert W. Turner, president, City 
National Bank, Council Bluffs. 

Kansas: F. J. Miller, president, First 
National Bank, Ottawa. 

KENTUCKY: Lee P. Miller, vice-presi- 
dent, Fidelity & Columbia Trust Company, 
Louisville. 

LoulIsIANA: W. P. O’Neal, vice-president, 
National Bank of Commerce, New Orleans. 

MAINE: O. W. Tapley, director, Union 
Trust Company, Ellsworth. 

MARYLAND: Heyward E. Boyce, presi- 
dent, Maryland Trust Company, Baltimore. 


GRADY 


JOSEPH W. BRISLAWN 
President of the State Secretaries Sec- 
tion, secretary of the Washington Bank- 
ers Association. He has been engaged in 


and financial work in 


Washington 


agricultural 


MASSACHUSETTS: John W. Smead, pres- 
ident, First National Bank & Trust Com- 
pany, Greenfield. : 

MICHIGAN: John C. Hicks, president, St. 
Johns National Bank, St. Johns. 

MINNESOTA: C. B. Brombach, assistant 
cashier, First National Bank & Trust Com- 
pany, Minneapolis. 

Mississippi: F. W. Foote, president, First 
National Bank, Hattiesburg. 

Missouri: R. W. Holt, president, Bank 
of Craig, Craig. 

MontTANA: E. J. Bowman, president, 
Daly Bank & Trust Company, Anaconda. 

NEBRASKA: Jas. B. Owen, vice-president, 
Stockyards National Bank of South Omaha, 
Omaha. 

Nevapa: W. J. Harris, vice-president, 
First National Bank, Reno. (Holdover) 

New HAMPSHIRE: John S. Childs, pres- 
ident, First National Bank, Hillsboro. 

New Jersey: Levi H. Morris, president, 
Newton Trust Company, Newton. 

New Mexico: E. M. Brickley, cashier, 
First National Bank, Carrizozo. (Holdover ) 
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New York: DeWitt E. McKinstry, pres- 
ident, Highland-Quassaick National Bank 
& Trust Company, Newburgh. 

No. CAROLINA: Robert M. Hanes, pres- 
ident, Wachovia Bank & Trust Company, 
Winston-Salem. 

No. Dakota: J. C. Hoffert, president, 
Foster County State Bank, Carrington. 

Ou10: R. Q. Baker, chairman of board, 
Coshocton National Bank, Coshocton. 

OKLAHOMA: J. H. McBirney, president, 
National Bank of Commerce, Tulsa. 

OREGON: John N. Edlefsen, vice-presi- 
dent, United States National Bank, Port- 
land. 

PENNSYLVANIA: M. G. Shennan, vice- 
president, First National Bank, Wilkes- 
Barre. 

RHODE IsLAND: Arthur L. Perry, presi- 
dent, Washington Trust Company, Wes- 
terly. 

So. CAROLINA: F. F. Beattie, president, 
First National Bank, Greenville. 

So. Dakota: R. E. Driscoll, vice-presi- 
dent, First National Bank, Lead. 

TENNESSEE: C. W. Bailey, president, 
First National Bank, Clarksville. 

TEXAS: Melvin Rouff, active vice-pres- 
ident, Houston National Bank, Houston. 

UtaH:. H. M. Chamberlain, vice-presi- 
dent, Walker Bank & Trust Company, Salt 
Lake City. 

VERMONT: Guy H. Boyce, vice-president, 
Proctor Trust Company, Proctor. 

VIRGINIA: Alex F. Ryland, vice-presi- 
dent, First & Merchants National Bank, 
Richmond. 

WASHINGTON: E. W. Purdy, president, 
First National Bank, Bellingham. 

WEsT VIRGINIA: Harry B. Lewis, vice- 
president and secretary, Kanawha Banking 
& Trust Company, Charleston. 

WISCONSIN: Edward H. Cole, cashier, 
Green County Bank, Brodhead. 

WyoMING: Don H. Wageman, vice-pres- 
ident, American National Bank, Cheyenne. 


In addition to the names listed above the 
Federal Legislative Council is composed of 
the members of the Committee on Federal 
Legislation, Presidents and Vice-Presidents 
of the Divisions and Sections and the 
Vice-Presidents of the Association and of 
the Trust, Savings, National Bank and 
State Bank Divisions in each state. The 
By-Laws provide that in each state the 
elective Executive Council member of the 
Federal Legislative Council (or if there is 
no such member, the State Vice-President 
of the Association) shall be Chairman of a 
subcommittee to be composed of the mem- 
bers of the Federal Legislative Council in 
that state and such other members as the 
State Chairman shall appoint. 


Finance Committee 


Rudolf S. Hecht, chairman of board, 
Hibernia National Bank, New Orleans, 
Louisiana, Chairman. 

C. M. Bartholomew, vice-president, Aus- 
tin National Bank, Austin, Texas. 

Frank F. Brooks, president, First Na- 
tional Bank, Pittsburgh, Pa. 

Robert V. Fleming, president, Riggs Na- 
tional Bank, Washington, D. C. 

Mark M. Holmes, president, Exchange 
National Bank, Olean, N. Y. 
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C. Sumner James, executive vice-presi- 
dent, Citizens National Trust and Savings 
Bank, Los Angeles. 

Hal Y. Lemon, vice-president, National 
Bank of Detroit, Detroit, Michigan. 

John K. Ottley, president, First National 
Bank, Atlanta, Ga. 

A. D. Swift, president, Central-Penn Na- 
tional Bank, Philadelphia, Pa. 


Foundation Trustees 

J. H. Puelicher, president, Marshall & 
Ilsley Bank, Milwaukee, Wis. 

W. Espey Albig, Deputy Manager, 
American Bankers Association, 22 East 
40th St., New York, Secretary. 

Leonard P. Ayres, vice-president, Cleve- 
land Trust Company, Cleveland, Ohio. 

John G. Lonsdale, chairman of board, 
Mercantile-Commerce Bank & Trust Com- 
pany, St. Louis. 

Lewis E. Pierson, chairman of board, 
Irving Trust Company, New York. 

R. C. Stephenson, vice-president, St. Jo- 
seph County Savings Bank, South Bend, 
Ind. 

Melvin A. Traylor, president, First Na- 
tional Bank, Chicago, IIl. 


Ex-OFFICIO 


Francis Marion Law, president, First 
National Bank, Houston, Texas; Rudolf S. 
Hecht, chairman of board, Hibernia Na- 
tional Bank, New Orleans, La.; Robert V. 
Fleming, president, Riggs National Bank, 
Washington, D. C.; F. N. Shepherd, Ex- 
ecutive Manager, American Bankers Asso- 
ciation, New York; Harold Stonier, Educa- 
tional Director, American Institute of 
Banking, New York. 


Insurance Committee 

W. F. Keyser, secretary, Missouri Bank- 
ers Association, Sedalia, Mo., Chairman. 

James E. Baum, Deputy Manager, 
American Bankers Association, 22 East 
40th Street, New York, Secretary. 

A. P. Imahorn, president, Hibernia Na- 
tional Bank, New Orleans, La. 

Reuben A. Lewis, Jr., second vice-pres- 
ident, Continental Illinois National Bank 
& Trust Company, Chicago. 

J. A. Pondrom, president, Texarkana Na- 
tional Bank, Texarkana, Texas. 

Cooper D. Winn, Jr., insurance manager, 
Guaranty Trust Company, New York. 

D. J. Needham, General Counsel, Ameri- 
can Bankers Association, 22 East 40th 


. Street, New York, Advisory Member. 


Committee on Membership 


Fred A. Irish, vice-president, First Na- 
tional Bank & Trust Co., Fargo, N. D., 
Chairman. 

W. Espey Albig, Deputy Manager, 
American Bankers Association, 22 East 
40th Street, New York, Secretary. 

R. Q. Baker, chairman of board, Coshoc- 
ton National Bank, Coshocton, Ohio. 

John B. Byrne, president, Hartford Con- 
necticut Trust Company, Hartford, Conn. 

H. M. Chamberlain, vice-president, 
Walker Bank & Trust Company, Salt Lake 
City. 

Fred A. Cuscaden, vice-president, North- 
ern Trust Company-Bank, Chicago. 

R. L. Guldner, vice-president and cashier, 
Exchange National Bank, Hutchinson, 
Kans, 


AMERICAN BANKERS ASSOCIATION JOURNAL, October 1933 


R. W. Holt, president, Bank of Craig, 
Craig, Mo. 

R. C. Irvine, second vice-president, 
Chase National Bank, New York. 

Harris C. Kirk, vice-president, American 
Trust Co., San Francisco, Cal. 

William P. O’Neal, vice-president, Na- 
tional Bank of Commerce, New Orleans, 
ka 

James B. Owen, vice-president, Stock- 
yards National Bank of So. Omaha, Omaha, 
Neb. 

W. Walter Wilson, president, First Mil- 
ton National Bank, Milton, Pa. 


BLANK-STOLLER 


IRVING W. COOK 
President of the National Bank Divi- 
sion, president of the First National 
Bank, New Bedford, Massachusetts. 
Last year he was Vice-President of the 
Division. He has also served as presi- 
dent of the Massachusetts Bankers As- 
sociation 


Protective Committee 


The Protective Committee is a secret 
committee appointed by the President. 


Special Committee on Section 5219 
U. S. Revised Statutes 

Charles P. Blinn, Jr., vice-president, 
Philadelphia National Bank, Philadelphia, 
Chairman. 

D. J. Needham, General Counsel, Ameri- 
can Bankers Association, 22 East 40th 
Street, New York, Secretary. 

W. J. Bramman, executive vice-president, 
Mississippi Valley Trust Company, St. 
Louis, Mo. 

Walter S. Bucklin, president, National 
Shawmut Bank, Boston, Mass. 

Thornton Cooke, president, Columbia 
National Bank, Kansas City, Mo. 

Edward Elliott, vice-president, Security- 
First National Bank, Los Angeles, Cal. 

R. E. Harding, president, Forth Worth 
National Bank, Fort Worth, Texas. 

Walter Kasten, president, First Wiscon- 
sin National Bank, Milwaukee, Wisconsin. 

Austin McLanahan, president, Savings 
Bank of Baltimore, Baltimore, Md. 
Charles S. McCain, chairman of board, 
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Chase National Bank, New York. 
R. R. Mattison, president, National 
Bank of Tacoma, Tacoma, Wash. 
Charles H. Mylander, vice-president, 
Huntington National Bank, Columbus, Ohio. 
James Ringold, president, United States 
National Bank, Denver, Colo. 
A. McC. Washburn, vice-president, First 
National Bank, Minneapolis, Minn. 


Committee on State Legislation 
E. J. Bowman, president, Daly Bank & 
Trust Company, Anaconda, Montana, 
Chairman. 


D. J. Needham, General Counsel, Ameri- 
can Bankers Association, 22 East 40th 
Street, New York, i 

J. W. Butler, vice-president, United 
States National Bank, Galveston, Tex. 

W. G. Edens, vice-president, Terminal 
National Bank, Chicago, III. 

Robert W. Harden, vice-president, West- 
field Trust Company, Westfield, N. J. 

C. C. Jacobsen, vice-president, Security 
National Bank, Sioux City, Iowa. 

A. C. Kingston, vice-president, Citizens 
National Bank, Stevens Point, Wis. 

Charles B. Mudd, cashier, First National 
Bank, St. Charles, Mo. 

Alexander P. Reed, vice-president, Fidel- 
ity Trust Company, Pittsburgh, Pa. 

D. P. Richardson, president, Bank of 
Union, Union, Okla. 

E. R. Rooney, vice-president, First Na- 
tional Bank, Boston, Mass. 

Herbert H. Smock, vice-president, Secur- 
ity-First National Bank, Los Angeles. 

Matt Weightman, Jr., vice-president, Fi- 
delity Savings State Bank, Topeka, Kans. 


Ex-OFFICIO 

Chairman State Legislation, National 
Bank Division: E. J. Weiser, president, y 
First National Bank & Trust Co., Fargo, 

N. D. 

Chairman State Legislation, Savings Di- 
vision: Howard Moran, vice-president, 
American Security & Trust Co., Washing- 
ton, D. C. 

Chairman State Legislation, State Bank 
Division: H. M. Chamberlain, vice-pres- 
ident, Walker Bank & Trust Co., Salt Lake 
City, Utah. 

Chairman State Legislation, Trust Divi- 
sion: E. J. Fox, president, Easton Trust 
Co., Easton, Pa. 


State Legislative Council 
E. J. Bowman, president, Daly Bank & 
Trust Company, Anaconda, Montana, 
Chairman. 
State Chairmen: 


ALABAMA: M. A. Vincentelli, president, 
Alabama National Bank, Montgomery. 

ARIZONA: Sylvan C. Ganz, executive 
vice-president, First National Bank of Ari- 
zona, Phoenix. 

ARKANSAS: W. H. Johnson, active vice- 
president, Merchants National Bank, Ft. 
Smith. 

CALIFORNIA: Herbert H. Smock, vice- 
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Cotorapo: W. F. Rogers, vice-president, 
First National Bank, Denver. ee: 
Connecticut: John B. Byrne, president, q 
ye Hartford-Connecticut Trust Company, q 
Hartford. 
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DELAWARE: J. G. Townsend, Jr., pres- 
ident, Baltimore Trust Company, Selby- 
ville. 

D. or C.: Robert V. Fleming, president, 
Riggs National Bank, Washington. 

Fioriwwa: R. J. Binnicker, president, 
First National Bank, Tampa. (Holdover) 

Georcia: W. S. Elliott, vice-president 
and cashier, Bank of Canton, Canton. 

IpAHO: R. M. Walker, director, Wallace 
Bank & Trust Company, Wallace. 

ILLiNoIs: W. G. Edens, vice-president, 
Terminal National Bank, Chicago. 

INDIANA: W. A. Collings, cashier, First 
National Bank, Crawfordsville. 

Iowa: C. C. Jacobsen, vice-president, 
Security National Bank, Sioux City. 

Kansas: Matt Weightman, Jr., vice- 
president, Fidelity Savings State Bank, 
Topeka. 

KENTUCKY: Lee P. Miller, vice-presi- 
dent, Fidelity & Columbia Trust Company, 
Louisville. 

LouIsIANA: W. P. O'Neal, vice-presi- 
dent, National Bank of Commerce, New 
Orleans. 

MAINE: O. W. Tapley, director, Union 
Trust Company, Ellsworth. 

MARYLAND: Heyward E. Boyce, presi- 
dent, Maryland Trust Company, Balti- 
more. 

MASSACHUSETTS: Edwin R. Rooney, 
vice-president, First National Bank, Bos- 
ton. 

MICHIGAN: Henry M. Zimmerman, di- 
rector, United Savings Bank, Detroit. 

MINNESOTA: J. R. Chappell, vice-presi- 
dent, Merchants Bank, Winona. 

Mississippi: F. W. Foote, president, First 
National Bank, Hattiesburg. 

Missouri: Charles B. Mudd, cashier, 
First National Bank, St. Charles. 

MonTANA: E. J. Bowman, president, 
Daly Bank & Trust Company, Anaconda. 

NEBRASKA: James B. Owen, vice-presi- 
dent, Stockyards National Bank of South 
Omaha, Omaha. 

Nevaba: W. J. Harris, vice-president, 
First National Bank, Reno. (Holdover) 

New Hampsuire: fohn S. Childs, presi- 
dent, First National Bank, Hillsboro. 

New Jersey: Robert W. Harden, vice- 
president, Westfield Trust Company, West- 
field. 

New Mexico: E. M. Brickley, cashier, 
First National Bank, Carrizozo. (Holdover) 

New York: J. Stewart Baker, chairman 
of board, Bank of the Manhattan Com- 
pany, New York. 

No. CAROLINA: Robert M. Hanes, presi- 
dent, Wachovia Bank & Trust Company, 
Winston-Salem. 

No. Dakota: J. C. Hoffert, president, 
Foster County State Bank, Carrington. 

Onto: R. Q. Baker, chairman of board, 
Coshocton National Bank, Coshocton. 

OKLAHOMA: D. P. Richardson, presi- 
dent, Bank of Union, Union. 

OREGON: John N. Edlefsen, vice-presi- 
dent, United States National Bank, Port- 
land. 

PENNSYLVANIA: Alexander P. Reed, vice- 
president, Fidelity Trust Company, Pitts- 
burgh. 

Ruope IsLanp: Arthur L. Perry, presi- 
dent, Washington Trust Company, Wester- 
ly. 

So. CAROLINA: F. F. Beattie, president, 
First National Bank, Greenville. 
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So. Dakota: R. E. Driscoll, vice-presi- 
dent, First National Bank, Lead. 

TENNESSEE: C. W. Bailey, president, 
First National Bank, Clarksville. 

Texas: J. W. Butler, vice-president, 
United States National Bank, Galveston. 

UtaH: H. M. Chamberlain, vice-presi- 
dent, Walker Bank & Trust Company, Salt 
Lake City. 

VERMONT: Guy H. Boyce, vice-president, 
Proctor Trust Company, Proctor. 

VirGINIA: Alex F. Ryland, vice-presi- 
dent, First & Merchants National Bank, 
Richmond. 

WASHINGTON: E. W. Purdy, president, 
First National Bank, Bellingham. 

WEST VIRGINIA: Henry B. Lewis, vice- 
president and secretary, Kanawha Banking 
& Trust Company, Charleston. 

WISCONSIN: A, C. Kingston, vice-presi- 
dent, Citizens National Bank, Stevens 
Point. 

WyYoMING: Don H. Wageman, vice-pres- 
ident, American National Bank, Cheyenne. 


In addition to the names listed above, 
the State Legislative Council is composed 
of the members of the Committee on State 
Legislation, Presidents and First Vice-Pres- 
idents of the Divisions and Sections, and 
Vice-Presidents of the Association and of 
the Trust, Savings, National Bank and 
State Bank Divisions in each state. The 
By-Laws provide that in each state the 
elective Executive Council member of the 
State Legislative Council (or if there is no 
such member, the State Vice-President of 
the Association) shall be Chairman of a 
sub-committee to be composed of the mem- 
bers of the State Legislative Council in that 
state and such other members as the State 
Chairman shall appoint. 


Committee on Taxation 


Robertson Griswold, vice - president, 
Maryland Trust Company, Baltimore, Md., 
Chairman. 

D. J. Needham, General Counsel, Ameri- 
can Bankers Association, 22 East 40th 
Street, New York, Secretary. 

ALABAMA: M. A. Vincentelli, president, 
Alabama National Bank, Montgomery. 

ARIZONA: Sylvan C. Ganz, executive 
vice-president, First National Bank of Ari- 
zona, Phoenix. 

ARKANSAS: W. H. Johnson, active vice- 
president, Merchants National Bank, Ft. 
Smith. 

CALIFORNIA: J. F. Sullivan, Jr., vice- 
president, Crocker First National Bank, 
San Francisco. 

CoLorapbo: W. F. Rogers, vice-president, 
First National Bank, Denver. 

CONNECTICUT: John B. Byrne, president, 
Hartford-Connecticut Trust Co., Hartford. 

DELAWARE: J. G. Townsend, Jr., presi- 
dent, Baltimore Trust Company, Selby- 
ville. 

D. oF C.: Robert V. Fleming, president, 
Riggs National Bank, Washington. 

FLoripA: R. J. Binnicker, president, First 
National Bank, Tampa. (Holdover) 

Georcia: W. S. Elliott, vice-president 
and cashier, Bank of Canton, Canton. 

IDAHO: R. M. Walker, director, Wallace 
Bank & Trust Company, Wallace. 

F. A. Cuscaden, vice-president, 
Northern Trust Company-Bank, Chicago. 

INDIANA: W. A. Collings, cashier, First 
National Bank, Crawfordsville. 


1933 


Iowa: C. C. Jacobsen, vice-president, Se- 
curity National Bank, Sioux City. 

Kansas: R. L, Guldner, vice-president 
and cashier, Exchange National Bank, 
Hutchinson. 

KENTUCKY: Lee P. Miller, vice-presi- 
dent, Fidelity & Columbia Trust Company, 
Louisville. 

LoulIsIANA: W. P. O’Neal, vice-president, 
National Bank of Commerce, New Orleans. 

MAINE: O. W. Tapley, director, Union 
Trust Company, Ellsworth. 

MARYLAND: Heyward E. Boyce, presi- 
dent, Maryland Trust Company, Baltimore. 

MASSACHUSETTS: Edwin R. Rooney, 
vice-president, First National Bank, Boston. 

MICHIGAN: Henry M. Zimmerman, di- 
rector, United Savings Bank, Detroit. 

MINNESOTA: J. R. Chappell, vice-pres- 
ident, Merchants Bank, Winona. 

Mississippi: F. W. Foote, president, First 
National Bank, Hattiesburg. 

Missouri: R. W. Holt, president, Bank of 
Craig, Craig. 

MONTANA: E. J. Bowman, president, 
Daly Bank & Trust Company, Anaconda. 

NEBRASKA: Edwin N. Van Horne, presi- 
dent, Continental National Bank, Lincoln. 

NEvaDA: W. J. Harris, vice-president, 
First National Bank, Reno. (Holdover) 

NEw HAMPSHIRE: John S. Childs, pres- 
ident, First National Bank, Hillsboro. 

NEw JERSEY: Robert W. Harden, vice- 
pres., Westfield Trust Company, Westfield. 

New Mexico: E. M. Brickley, cashier, 
First National Bank, Carrizozo. (Holdover) 

New York: H. F. Drollinger, vice-presi- 
dent, Manufacturers & Traders Trust Com- 
pany, Buffalo. 

NortH CAROLINA: Robert M. Hanes, 
president, Wachovia Bank & Trust Com- 
pany, Winston-Salem. 

NortH Dakota: J. C. Hoffert, president, 
Foster County State Bank, Carrington. 

Ou10: Clark Will, vice-president, Third 
National Bank, Circleville. 

OKLAHOMA: D. P. Richardson, president, 
Bank of Union, Union. 

OREGON: John N. Edlefsen, vice-pres., 
United States National Bank, Portland. 

PENNSYLVANIA: Alexander P. Reed, vice- 
president, Fidelity Trust Co., Pittsburgh. 

RHODE ISLAND: Arthur L. Perry, presi- 
dent, Washington Trust Company, Westerly. 

SouTH CAROLINA: F. F. Beattie, - presi- 
dent, First National Bank, Greenville. 

SoutH Dakota: R. E. Driscoll, vice- 
president, First National Bank, Lead. 

TENNESSEE: C. W. Bailey, president, 
First National Bank, Clarksville. 

Texas: J. W. Butler, vice-president, 
United States National Bank, Galveston. 

UtaH: H. M. Chamberlain, vice-presi- 
dent, Walker Bank & Trust Company, Salt 
Lake City. 

VERMONT: Guy H. Boyce, vice-president, 
Proctor Trust Company, Proctor. 

VircINiA: Alex F. Ryland, vice-presi- 
dent, First & Merchants National Bank, 
Richmond. 

WASHINGTON: E. W. Purdy, president, 
First National Bank, Bellingham. 

WEsT VIRGINIA: Henry B. Lewis, vice- 
president and secretary, Kanawha Banking 
& Trust Company, Charleston. 

WISCONSIN: A. C. Kingston, vice-pres., 
Citizens National Bank, Stevens Point. 

WyomING: Don H. Wageman, vice-pres- 
ident, American National Bank, Cheyenne. 
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Bankes who are 


nemies of 


will be the first to send for this new portfolto 


HE new Recordak Port- 
folio will show them many 
things they want to know. 
Ways to reduce bookkeeping 
costs 30% or more. How to 
save 40% on transit costs. Ways 
to cut filing costs... mail and 
messenger fees... fraud losses; 
to win customer goodwill. 
These advantages—together 
with greater quiet, faster han- 
dling routines and less conges- 


tion in rush hours—are Rec- 
ordak features that will be wel- 
comed in every progressive 
bank. And this new portfolio 
tells how to get these benefits 
without one cent of capital in- 
vestment — without even the 
obligation of a lease. 

Six sections of the 
portfolio cover Rec- 
ordak operation from 
departmental angles, 


RECORDAK 


SUBSIDIARY OF EASTMAN KODAK COMPANY 


describe operating routines, 
give the facts and figures of 
Recordak performance. The 
entire portfolio is free to re- 
sponsible bank executives on 
request. We suggest you use 
the coupon below. 


ine 
wpe 
Ra, 
#3 
[5 
ORDAK CORPORATION, 
lease send mew Recordakh Portfolioto. 
City 


Answers to the 
August Question 


“What Services Can 
City Banks Render Their 


Correspondents under the 


New Banking Act?” 


The importance of close 


contact was emphasized in 


almost every answer to the 


August Question 


Closer Contacts 


I In correspondent banking relations the question 
* of interest payments has always assumed undue 
importance. Of equal value are the usual tangible ser- 
vices rendered by depositories, which can always be 
increased or improved. 

The opportunity for greater development that will 
compensate for interest losses caused by the new 
Banking Act requires only closer and more helpful 
contacts between officers of city banks and the man- 
agement of the correspondent institutions. 

Annual visits by the city bank official to the smaller 
institution have been little more than social calls. 

There should be frequent serious contacts made for 
the purpose of aiding the country bank in solving 
some of its management problems, such as, invest- 
ment policies, loan policies, accounting methods, real 
estate handling, trust department development and 
service charges. 

If the Banking Act encourages relations of this 
character it will be hailed as the most valuable piece 
of legislation since the Federal Reserve Act. 


The 


The seven selected answers to the August Question were 
written by— 


I. H. Wesley Snyder, Merchantville National Bank and 
Trust Company, Merchantville, New Jersey. 


II. H. D. Bostock, American Trust Company, Market- 
Fifteenth Branch, Oakland, California. 


Ill. John L. Turnbull, Jr., Camden Safe Deposit and 
Trust Company, Camden, New Jersey. 
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EWING GALLOWAY 


Seven Specifications 


Il City banks can— 

* 1. Stimulate closer relations through frequent 
personal contact by officers possessing a real concep- 
tion of correspondent bank problems, supplemented 
by a comprehensive, efficient correspondence service; 

2. Cooperate in educating directors, officers and 
employees in the field of public relations, and ag- 
gressively participate in public education programs; 

3. Promote sound, conservative banking practices, 
safe investment and loan policies and the mainte- 
nance of a high code of ethics by urging the organiza- 
tion of city and regional clearinghouse associations; 

4. Assist in solving local management problems of 
fund conversion, asset administration, profit and 
loss operations, personnel, credit department organiza- 
tion, accounting, and budgetary control of income 
and expense; 

5. Provide prompt, reliable credit information ser- 
vice and, wherever possible, take care of seasonal loan 
requirements and excess lines of credit; 

6. Assist in the develop- (CONTINUED ON PAGE 64) 


Authors ~ ~ 


IV. George B. Fitzgerald, Bank of Somerset, Princess 
Anne, Maryland. 


V. Charles B. Eddy, Jr., New York Trust Company, New 
York City. 


VI. D. R. Cochard, The Cleveland Trust Company, Cleve- 
land, Ohio. 


. W. Jj. Bryan, Third National Bank, Nashville, 
Tennessee, 


‘ 
j 
ae 
~, 
| 


AMERICAN BANKERS ASSOCIATION JOURNAL, October 1933 


i. a small, almost frontier city, 
The First National Bank of Chicago 
was organized in 1863. Its growth has 
reflected the growth of the territory 
of which Chicago is the commercial 
center. 


From little more than a local bank the 
First National has developed world- 
wide connections with facilities for 
the prompt and efficient handling of 
financial business. 


Through the Banks and Bankers 
Division correspondents have an 
intimate personal contact with 
business developments, national and 
international. 


New business is invited. 


The First National 
Bank of Chicago 


1863 1933 
| 
| 
| 
| 
| 
| 
| 
| 
CHARTER NUMBER EIGHT a 
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Trusteeship History 


In the Making 


(CONTINUED FROM PAGE 22) 


Comptroller or under the supervision of 
the boards of directors. This leaves 268 
trust departments of national banks 
under conservatorship, the aggregate 
personal trust assets of which amount 
to $217,000,000. 

While $217,000,000, standing alone, 
is a considerable amount, nevertheless it 
is a small amount in comparison with 
the aggregate trust assets in the trust 
departments of national banks that are 
being administered in the usual and nor- 
mal way. As Gwilyn A. Price, of the 
Peoples-Pittsburgh Trust Company, 
who read the Comptroller’s address at 
the meeting of the Trust Division, said, 
the $217,000,000 is less than the per- 
sonal trust assets of a single medium 
sized trust institution. That is to say, 
if all the personal trust assets of all the 
national banks in liquidation or in 
process of reorganization or under con- 
servatorship were assembled in one trust 
department, that trust department 
would be only a medium sized trust 
department in any one of the dozen larg- 
est American cities. 


CONSERVATOR POLICY 


THE record of constructive administra- 
tion—not the preservation only—of the 
trusts in national banks under conserva- 
torship is one of the most reassuring 
pages in the history of trust business to 
those who are interested in the stability 
of trusts committed to trust institutions. 

The following are some of the steps 
that the office of the Comptroller of the 
Currency has taken in carrying on the 
trust departments of national banks un- 
der conservatorship. 

1. The conservator appointed by the 
Comptroller was required promptly to 
prepare a report giving a complete state- 
ment of the trust department, including 
the description and market value of se- 
curities pledged by the bank to protect 
the deposit of uninvested trust funds. 

2. The conservator was authorized to 
collect income and principal in the trust 
accounts, to segregate the moneys so col- 
lected, to hold them in cash or to de- 
posit them in a special account, and to 
make disbursements and distributions 
to the beneficiaries in accordance with 
the terms of the trust instruments. In 
order to meet emergencies he was also 
authorized to distribute and disburse 
funds received prior to the closing to 


the extent of such payments as were ne- 
cessary to provide the necessities of life, 
the payments also being made in ac- 
cordance with the terms of the trust in- 
strument. 

3. The conservator was not author- 
ized to accept new trust accounts while 
the bank was under conservatorship. 
This was eminently proper, for to do so 
might have had the effect of subjecting 
the existing assets of the bank to new 
obligations. 

4. The conservator was not permitted 
to invest or reinvest trust funds unless 
all the parties in interest were legally 
competent to direct or approve such in- 
vestments or unless such investments 
were absolutely necessary to preclude 
loss to the trust estate, and then only 
upon an order of court. This also was 
proper, for the creators of the trusts 
named a trustee of their own choice 
to do the investing and reinvesting of 
their trust funds and presumably did 
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not intend to have the discretionary 
power to select investments pass over 
to an appointee of the Comptroller of 
the Currency, who was a stranger to 
them and whose existence even was not 
contemplated when the trusts were cre- 
ated. That is, the investment powers 
were meant to be personal to the original 
trustee, and the Comptroller has re- 
spected that intention of the creator of 
the trust. 

5. The peculiar problems of the trust 
department of each national bank under 
conservatorship were considered as they 
arose and were presented to the Comp- 
troller; it was impossible, he said, to 
formulate any general and unalterable 
rules governing the administration of 
trust departments during this period. 
Furthermore, the peculiar problems and 
requirements of each trust account were 
considered by the conservator in charge 
as they arose, and he was given adequate 
authority—as any administrator of a 
trust must have if he is to do his work 
well—to meet the emergencies and the 
unpredictable situations that arise. 

Anyone who has heard or has read 
the Comptroller’s account of his stew- 
ardship must have been impressed with 
the vast common sense that he has ap- 
plied to his task. 


BEGINNING TO SMILE AGAIN 


WARREN IN THE PHILADELPHIA PUBLIC LEOGER 
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The ledger on 
this machine also con- 
tains a record of uncol- 
lected funds credited to 
account. This 
Oss t ugh payment o' 
checks drawn on de- 
which the 
as not had time to con- 
vert into cash. 


This new 

machine posts, 

proves jour- 
nalizesin one opera- 

tion. Automaticall; 
creates a jour- 
nal. Has front-feed car- 
riage that permits fast, 
accurate insertion, align- 
ment and removalofforms, 
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FOR THE BANK 
MAKING SERVICE CHARGES 


When bankers plan changes in their accounting methods, they find Burroughs 


ready with newly developed machines that meet the resulting conditions with 
utmost efficiency. At this time Burroughs announces a new machine in a variety 
of styles, that simplifies and reduces the cost of the accounting work created by 
the measured service charge and the federal tax on checks. 


This new machine, after posting checks or deposits, prints the number of items 
deposited, float on a one-day basis, and an automatic count of checks, on a stub 
part of the statement. At the end of the month the stub is removed and retained 
as the bank’s permanent record for computing service charges and analyzing 
accounts. In other respects, the machine has the same features and posting 
advantages found in all the new Burroughs Bank Bookkeeping Machines. Ask 
our office for a complete demonstration. 


BURROUGHS ADDING MACHINE COMPANY, DETROIT, MICHIGAN 


47 
BURROUGHSVILLE fn Wee John Dow John Doe 
220 Main St. 
1520- 50.7 4- 3 455118 
4756- 19090- 8500— 89590 9 600 22 412522¢ 
73914 452280 6 400 35 
1500- 455- 316.75 i9 50056@ 
1000- 1273- 3210 
2125- 4750- meee | W245 43 377208 
$200- 24 2100 45 420000¢ 
All the information necessary to compute any type of service charge or } 
to analyze the account is contained on this statement. This information i 
includes the number of items deposited, one day float, an automatic ' | 7 
count of items paid and the daily balances of the account for the period. i 
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The Reserve System’s 


Manifest Destiny 


(CONTINUED FROM PAGE 35) 


level established in the closing months 
of 1931, but its composition was 
changed. The year opened with the 
banks holding $1,114,000,000 in bills, 
$59,000,000 in other Reserve credit and 
$777,000,000 in Government securities, 
the latter constituting 40 per cent of the 
total of $1,950,000,000 outstanding. In 
February, Congress passed the Glass- 
Steagall Act which liberalized the rules 
governing loans to member banks, and 
as a part of the general movement to ex- 
pand credit the Reserve System adopted 
the policy of forcing funds into the chan- 
nels of trade through the banks by open 
market purchases of Government secur- 
ities. These open-market operations car- 
ried the total of Government obligations 
held by the Reserve banks to $1,850,- 
000,000 by the middle of August, and 
that level was maintained throughout 
the rest of 1932 and up to the latter 
part of May, 1933, when a new buying 
campaign of smaller proportions was 
inaugurated, which carried the total 
close to the two billion mark by the end 
of the fiscal year. In August the bond 
buying pace was accelerated, and by 


Senator Elmer Thomas of 
Oklahoma wrote a letter to 
Governor Black, distributing 
copies to the Press. The au- 
thor of the “Thomas infla- 
tion amendment” said at the 
end of this letter: “If the Fed- 
eral Reserve will advocate | 
and support policies for a 
controlled reduction of the 
abnormal and unfair pur- 
chasing power of the gold 
dollar, our banks and other | 
fiduciary institutions can be 
made solvent. When such in- 
stitutions are made solvent, 
our people will again be sol- 
vent. Prices and values willbe ° 
restored. Prosperity will re- 
appear. The Federal Reserve | 
must cooperate in this hour 
of national crisis. We must 
not return to the conditions 
of March 4” 


the end of the month total holdings ex- 
ceeded the 21 hundred million mark. 
In the meanwhile the Reserve’s hold- 
ings of commercial bills and other credit 
—the original and primary form of 
credit which the Reserve System was 
founded to supply—continued to de- 
cline. From the post-war high point of 
$1,114,000,000 at the end of December, 
1931, the Reserve’s holdings of such 
paper steadily declined with slight vari- 
ations, until at the end of last January 
the total was only $287,000,000. The 
banking crisis of February-March led 
to a sudden extraordinary expansion 
which carried bills held by the banks 
to $1,831,000,000 on March 8, the Re- 
serve also helping the situation by in- 
creasing its holdings of Government se- 
curities to $1,881,000,000. By the last 
of August, however, this emergency in- 
debtedness had been cleared and bills 
held fell to a new low point at $160,000,- 
000. In the meanwhile the bond buying 
policy of the Reserve banks, started in 
May and speeded up in August, had 
carried their total holdings of Govern- 
ment securities by the end of August 


to $2,129,000,000, or 92.65 per cent of 
the System’s total outstanding credit of 
$2,298,000,000. 

Comparing the present state of Fed- 
eral Reserve credit with the original 
purposes of the Federal Reserve Act 
unavoidably raises the question of 
whether or not the Reserve System has 
been misdirected in its policies in the 
last three years and a half and whether 
it now represents the institution con- 
templated by the founders, as it was op- 
erated for the first 15 years or so of 
its existence. Many factors enter into 
the situation and considerable allow- 
ance must be made for conditions never 
contemplated when the Act was drafted. 
It was never anticipated, for example, 
that a billion or more dollars in cur- 
rency would be required to meet the de- 
mands of hoarders and to take the place 
of the use of checks restricted by the 
closing of thousands of banks. 

Probably, also, it was never expected 
that the Reserve System would be called 
upon to attempt to force money upon 
the borrowing public in an endeavor to 
stimulate a return to prosperity. The 
tremendous demand for currency has 
resulted in the necessity of giving Gov- 
ernment securities the status of accep- 
table collateral for the issue of Federal 
Reserve notes and finally Federal Re- 
serve banknotes, all of which naturally 
led to increased holdings of such se- 
curities by (CONTINUED ON PAGE 50) 
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The Bank Recabial Its Money 


A factory employing 600 
was saved for the city 


—and a 6 year problem was settled in 6 days! 


W E specialize in help- 
ing bankers solve 
knotty —— and in- 
dustrial problems. 

The letter at the right 
gives the facts in a reor- 
ganization case that is 
quite typical of our work. 
For six years two Mattoon 
Banks had used various 
methods in a vain attempt 
to recover their invest- 
ment in the Mattoon En- 
gine Works. Then we 
were called in. 

In six days a syndicate 
had been formed to buy 
the engine works and 
save the business for Mat- 
toon. 

Within the past few 
months we have been in- 
strumental in saving sev- 
eral other industrial 
plants under similar con- 
ditions. In Streator, IIl., 
a metal stamping works 
employing 1,000 was res- 
cued. In Traverse, Mich., 
factory employing 
1,500 was kept intact. 


[ute is no magic in Michael Tauber & Co. methods. It is just a matter of knowing how; a specialized 
ability to analyze a situation and reduce it to workable factors that make it interesting as a reorganiza- 
tion or a sale. : 
And, above all, we are trained to get action. If you have situations where moneys of your institution are 
frozen in manufacturing plants and you have been unable to get constructive action, why not consult us? 
We invite correspondence relative to such problems. 


MICHAEL TAUBER & CO. 


Business Engineers - Liquidators - Auctioneers 
411-23 South Market Street 
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(CONTINUED FROM PAGE 48) 
the entire Reserve System. Changed 
conditions which brought about these 
new policies also forced a closer relation 
of the Federal Reserve System and the 
Government. 

Discounting these changed condi- 
tions, however, there is still consider- 
able doubt as to the relations of the Re- 
serve System and the Government's fi- 
nancial and fiscal policies. There is some- 
thing more than a mere side issue in the 
original provisions of the Glass bill to 
eliminate the Secretary of the Treasury 
from membership in the Federal Re- 
serve Board, and to reduce the in- 
fluence of the Treasury and the Comp- 
troller’s office in the affairs of the Re- 
serve, on the one hand, and the insis- 
tence of the Secretary of the Treasury 
in retaining such control, on the other. 
Whether or not the Reserve System, as 
Senator Glass has charged, is the door- 
mat of the Treasury and has been 
forced by the latter to act as the agent 
of the Government in the flotation of 
all its loans since the beginning of the 
World War, the fact remains that the 
Reserve banks and member banks now 
hold about 40 per cent of the total 
funded debt of the United States and 
have absorbed about 60 per cent of the 
increase of over six and a half billion 
dollars in this debt in the past two and 
a half years. 


PUBLIC WORKS CONNECTION 


MOREOVER, the first step in actual in- 
flation of the currency, perhaps the only 
step, as planned by Congress, may 
come in connection with the public 
works program and through the Fed- 
eral Reserve banks. Under the inflation 
act approved by the President on May 
12, the Reserve banks may be required 
to carry on open market operations in 
Government securities and in the se- 
curities of corporations in which the 
Government owns a majority of stock. 
In addition to their holdings on this 
account they may be asked by the 
Secretary of the Treasury to purchase 
and hold at the pleasure of the Secre- 
tary other Government obligations to 
the limit of $3,000,000,000, the alter- 
native thereto being a possible issue of 
three billions in greenbacks. Under this 
plan the Reserve banks, whose bond 
buying policy so far may be explained 
or justified by financial conditions in 
the country in which all business, in- 
cluding the banks of the nation, is in- 
terested, will become the direct fiscal 
agents of the Federal Government in- 
stead of agents of the member banks as- 
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was contemplated in its organization. 

The provisions of the Thomas 
amendment to the National Industrial 
Recovery Act, practically forcing such 
of the public works and other recovery 
bonds upon the Reserve System as can- 
not be conveniently placed in the hands 
of the investing public, represent the 
high point in the gradual process by 
which the Government either by direct 
interference with Federal Reserve pol- 
icy or, indirectly, by loading the System 
with its obligations has seemed to take 
possession of the institution and to 
make it an adjunct of the Government 
rather than of the banking system of 
the country. A rather general impres- 
sion in this line may be ill founded but 
it certainly exists. There is no partic- 
ular reason to believe that the Reserve 
System and the banks cannot survive 
the change for the time being. The Re- 
serve is still in a position to continue 
its easy money policy, at least for a 
time; there are still abundant credit 
resources to meet the needs of reviving 
business even at much higher price 
levels. Member banks and business gen- 
erally, in fact, have more facilities than 
usual in securing needed credit at the 
Reserve in the liberal privileges offered 
in the Glass-Steagall Act of 1932 and 


ORR IN THE CHICAGO TRIBUNE 


the Emergency Banking Act and Re- 
covery Act of the current year. All these 
are inflationary measures which a re- 
turn to normal conditions is likely to 
render embarrassing and whose repeal 
cannot be otherwise than attended by a 
drastic deflation of credit. For the time 
being, however, they make the easy- 
money policy possible. 

In view of the great volume of Gov- 
ernment securities now carried by the 
Reserve banks, the unusually high ex- 
cess reserves of member banks and the 
apparently slight influence this expan- 
sion of credit has had upon commer- 
cial credits, it is only natural that the 
acceleration of the bond buying pro- 
gram in August should be viewed by 
many bankers with considerable mis- 
giving. It is possible, even probable, 
that this accelerated program may be 
the alternative to outright inflation by 
way of the Thomas amendment, and 
as such it may be accepted with slight 
regret if not with equanimity. Never- 
theless, further. increase in Reserve 
holdings of Government securities will 
not improve the position of the-Reserve 
System either in the matter ofits own 
liquidity or in its ability to serve the 
business interests of the country. 
—George E. Anderson 
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The Price of Deposit Insurance 


(CONTINUED FROM PAGE 19) 


There is reason to anticipate that the 
state banks cannot do so well, and the 
prospect is that nearly 1,500 more 
banks will be closed permanently, in- 
volving the freezing of something like 
a billion dollars in deposits. Banks 

' which have gone into liquidation this 
year have already frozen about a bil- 
lion dollars in deposits in addition to 
those so far distributed. Many bank 
reorganization plans involve mergers in 
which a considerable portion of the 
deposits of the constituent banks are 
frozen. Some of them are reorganized 
on the basis of waivers of claims by de- 
positors. Any addition to this frozen_ 
mass by action resulting from the op- 
eration of the new Banking Act will 
be a national calamity. 


NON-MEMBERS 


ON December 31, last, there were 
around 2,500 non-member state banks 
doing business with capital of less than 
$25,000 each. How many of these banks 
closed their doors during the banking 
holiday is uncertain, but the mortality 
does not seem to have been so great as 


has generally been estimated. At all 


_events not any of these banks are 
“eligible for membership in the Reserye.. 
A large. majority of other non-member 
state banks have a capital of, or slightly 
above, $25,000. Many of them are in 
towns or cities of over 3,000 popula- 
tion, in which event they must have 
capital equal to that required of na- 
tional banks in the same locality before 
they can become members of the Re- 
serve System. A rough estimate of sev- 
eral banking authorities i is that around 
7 per cent of the state non-member 
banks are in this position—perhaps 
from five to #ix hundred banks in all. 
Thus the prospect is that_somewhere 
between 2,000 and 3,000 banks will not 


be eligible for “Reserve membership. 


y must increase their capital by 
July 1, 1936, or go out Of business. 
Their owners and managers say that 
they cannot earn a profit upon more 


capital than they now have. They claim | 


, also that membership in the Reserve 
will restrict them in local bank opera- 

- tions, modify or do away with exchange 
and other charges they now make and 
\ which are an important part of their 
|| present income and thus prevent them’ 
| from making a profit upon their pres- 


ent capitalization. In short, many if not 
most of them cannot make the ripple, 
and many of them would not if they 
could. 

The total capitalization and deposits 
of these small .non-member banks is 
not large, as things go in a metropolitan 
banking way, but they are large for the 
communities concerned. The fate of a 
local bank is a very important matter. 
“It is not a large college,” said Daniel 
Webster in the Dartmouth College case, 
“but there are those who love it.” Even 
for banks able and willing to enter the 
new plan the prospect is not alluring. 


_All banks, large and small, object to 


the unlimited liability they are forced 
tO assume under the deposit insurance 
scheme. Even under present conditions 
this liability is serious. 

The first draft upon the banks for 
capital for the insurance corporation is 
4 of 1 per cent of their deposits. This 
is merely the beginning. A similar draft 
may be made at any time to maintain 
the deposit insurance fund. Since most 
banks have been losing money and the 
majority of them even in better times 
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earn little it is evident that the assess- 
ment on most of them at the present 
time must come out of their capital 
funds and even in better times will 
seriously impair their earnings. A rough 
calculation shows that if this system of 
deposit insurance had been in effect 
during the past ten years the banks 
would have been called upon to pay 
losses in the amount of more than $1,- 
730,000,000. Nor would this payment 


“have prevented tremendous losses on 


the part of large depositors. 
ALTERNATIVES 


THE pressing problem now is that of 
the small non-member bank. The alter- 
natives allowed the Government afford 
no solution. Assuming that 8,300 and 
more of these state non-member banks 
can be examined satisfactorily between 
now and the first of next January— 
which is probably to assume more than 
is possible—either the deposit insur- 
ance corporation must insist upon the 
banks’ meeting a strict test of eligibility 
and sound condition, thus closing many 
banks and causing further deflation of 
credit, or it can permit more or less 
looseness in the forthcoming bank ex- 
aminations, admit many banks of 
doubtful condition into the deposit 
guaranty system and thus lead to even- 
tual heavy losses and an early collapse. 


_Nor is it helpful that one of the reasons 


offered by advocates of a more liberal 
‘credit policy on the part of the banks of 
‘the country for the prompt establish- 
ment of the insurance system is that 
with the latter in operation bankers will 
be induced to make loans. which other- 
wise they are disposed to avoid. Bankers 
are already willing and even anxious to 
make all loans which can be made safe- 
ly, and any liberalization of their pres- 
ent policy represents the beginning of 
that looseness in bank policy and bank 
management which has caused tremen- 
dous losses in every one of the eight 
states that tried the bank deposit guar- 
anty experiment. 


At the Chicago Convention of the American Bankers Association Mr. 


McLaughlin said: 


“Ido not need to tell you how long it takes to examine 8,000 banks. 
We know that it cannot be done properly in four months or six 
months, without a vast army of examiners and supervisors. . . . 


“My suggestion is that some way be found to clothe the Federal 
Reserve System with sufficient power to liberalize its requirements 


for admission.” 
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AMERICAN BANKERS 


The Flow of Funds 
Through Washington 


(CONTINUED FROM PAGE 31) 


$150,000,000, will be paid out about 
corn planting time in the spring. Boun- 
ties of $5,750,000 for growers of cigar 
leaf tobacco and about $10,000,000 for 
growers of burley and flue-cured, dark 
air-cured and dark fire-cured tobacco 
are to be distributed before the next 
growing season in return for crop re- 
duction. Bounties for California peach 
growers and growers of several other 
crops have been promised but the de- 
tails are yet to be arranged. It is ex- 
pected that all of the funds thus distrib- 
uted will be in the hands of growers by 
spring. 

The agricultural program which thus 
is placing around half a billion dollars 
in the pockets or bank accounts of farm- 
ers in the current crop season is to 
be followed up in subsequent seasons. 
The hog-corn, wheat and tobacco pro- 
grams already reach over into next sea- 
son, and much of the money now being 
distributed is sent out on the basis of 
agreements for future crop restriction. 
These agreements will be followed next 
year by others reaching over into suc- 
ceeding years. Cotton restriction for 
the 1934-35 season has already been 
arranged upon a basis which will net 
the farmers about $85,000,000 in 
bounties. 

In theory the $500,000,000 unem- 
ployment relief fund to be distributed 
among the states is divided into two 
equal parts. The first half is to be paid 
to the states in the proportion of one 
dollar for every two dollars the states 


themselves raise and expend for relief. 
The second part is to be paid to the 
states where it can be shown that the 
total amount of relief funds raised by 
the state, county and municipal gov- 
ernments is insufficient to afford the re- 
lief called for. Because of the fact that 
after October 1 the second part can be 
merged into the first part in the discre- 
tion of the authorities, the distinction 
between the two is not clear. 
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PAY TO— 


With a machine of the type shown 
left, the farm administration fills in the 
name of the farmer and the amount due 
him on his check for crop reduction. 
This device and its companion check- 
signing mechanism produce about 1,500 
checks an hour 


Up to August 31 the Federal Relief 
Administrator had paid out to the 
various states $149,907,893. Alaska, . 
Hawaii, Puerto Rico and the Virgin 
Islands also had absorbed $227,585, 
making the total outlay $150,135,478. 
There is no certainty about the matter, 
of course, but it is anticipated that the 
total distribution among the states will 
be much in the proportion so far shown. 
There is no doubt that the full $500,- 
000,000 for unemployment relief will be 
used. In actual fact the Federal relief 
authorities calculate that the fund will 
last only until May. In addition to the 
$500,000,000 relief fund, there was an 
unexpended balance left over from the 
$300,000,000 1932 fund for relief loans 
to states, which was merged into the 
1933 fund. Some states have lagged be- 
hind in doing their part “in relieving 
their own people and accordingly have 
not received as much Federal relief as 
they might otherwise have had. They 
may speed up their local programs later 
and receive a larger proportion of the 
Federal fund. 

The total (CONTINUED ON PAGE 69) 


The capitol building at Montpelier, Vermont. The three neigh- 

boring states of Vermont, New Hampshire and Maine receive 

less from Washington per capita for direct unemployment 

relief and farm aid than any other states, their shares being 
$1.31, $1.67 and $1.70 respectively 
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Reasons 


WHY THESE COMPANIES 


I FINANCIAL STRENGTH 


The COMMERCIAL UNION GROUP constitutes one of the 
largest and strongest insurance organizations in the world, and 
its operations extend to every phase of human activity. Through 
co-ordination, stability and efficiency each individual company 
stands high as a bulwark of safety. 


The COMMERCIAL UNION GROUP has withstood the shocks 
of conflagrations and commercial recessions. Its financial ex- 
hibit gives assurance of its firm establishment as a lasting, 
representative organization, ably fortified to meet all future 
obligations. 


3 SERVICE 


The COMMERCIAL UNION GROUP embraces practically 
every known form of insurance and gives full dollar value to its 
Policyholders in point of service in all branches of its protection. 
It understands and meets successfully all problems, and offers 
to Policyholders, Agents and Brokers service and facilities that 

unsurpassed. 


are 


4 LOSS SETTLEMENT 


The COMMERCIAL UNION GROUP has never denied the 
payment of any legitimate claim. The ample surplus and reserves 
maintained by each individual Company, together with its con- 
servative investment policy, guarantee to its Policyholders that 
all legitimate claims will be paid. 


§ INTERNATIONAL REPUTATION 
American Central Insurance Company The COMMERCIAL UNION GROUP guards jealously the high 
esteem which Policyholders and Agents everywhere have for 
each individual Company. 


Are preferred by Agents and Brokers 


We invite you to review the financial statement of each of these Companies which 
will be furnished upon request to the 


COMMERCIAL UNION GROUP 


ONE PARK AVENUE 
NEW YORK 


CHICAGO ATLANTA SAN FRANCISCO 
These Companies Write Practically All Classes of Insurance, Except Life 
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‘- The Palatine Insurance Company, Limited 

4 The British General Insurance Company, Ltd. 

Union Assurance Society, Ltd. 

‘i The Commercial Union Fire lasurance Company 

owat 


AMERICAN BANKERS ASSOCIATION JOURNAL, October 1933 


banking publications are being flooded with queries from banks, about the 
relative strength of insurance companies. . . .” ("INSURANCE ADVOCATE"—N. Y. CITY) 


FACTS REGARDING THE 
RELATIVE STRENGTH 


OF THE FIRE INSURANCE COMPANIES 
IN THE “NORTH BRITISH” GROUP 


may be obtained from their June 30, 1933 Financial Statements, study of which is 
invited; for there is hardly a Bank or Building & Loan Association in the country 
that is not protected by one or more of these companies: 
THE COMMONWEALTH INSURANCE COMPANY OF NEW YORK 
THE MERCANTILE INSURANCE COMPANY OF AMERICA 
THE HOMELAND INSURANCE COMPANY OF AMERICA 
NORTH BRITISH & MERCANTILE INSURANCE COMPANY, LTD. 
(U. S. BRANCH) 


THE PENNSYLVANIA FIRE INSURANCE COMPANY 


These companies have rigidly practised, in good times and bad, a policy of 
sound underwriting and conservative investment, thereby guaranteeing security 
to policyholders. Consequently, they have proved Conflagration and Panic proof. 


CONDITION AS OF JUNE 30, 1933 
Surplus to 
Liabilities Policyholders 
Capital Assets (except Capital) (Market Quotation Basis) 


Commonwealth $1,000,000 $6,236,706.54 $2,603,296.50 $3,633,410.04 
Mercantile 1,000,000 6,104,098.96  2,678,913.67  3,425,185.29 
Homeland 1,000,000 2,533,384.91 551,663.88 1,981,721.03 
Pennsylvania 1,000,000 13,588,36245 7,126,342.78 6,462,019.67 
North British 400,000* 15,118,995.81 8,716,909.68"* 6,402,086.13 


* (Statutory Deposit) 
** (Exc. Statutory Deposit) 


(These fire insurance companies’ financial statements are worth studying) 


ADVERTISING DEPARTMENT: 

Second Floor (N. B. & M. Ins. Co., Ltd.) 
CZ] Commonwealth 150 William Street, New York, N. Y. 
Mercantile 
r3 itenelend Please send copies of your Financial Statements as of June 30, 1933, to: 
North British 
[] Penna. Fire 
(Check those you desire) Address 


Name 
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Survival of 


the Almost Fit 


HE September Investment Bulletin 

of C. F. Childs and Company has 
the following to say about the “New 
Economic Policy of the National In- 
dustrial Recovery Act”: 

“The artificial flavor of the entire 
scheme conflicts with the natural princi- 
ple of survival. It is a veritable revo- 
lution—an adoption of mediaeval busi- 
ness standards and attitudes. It virtual- 
ly repudiates every economic principle 
underlying the whole social structure 
and customs of generations. If nation- 
al economic planning is to supersede in- 
dividual business initiative, it will be a 
radical departure from America’s his- 
toric precept that the best government 
governs least. Manifestly, the prescrip- 
tion to guide the business experiment 
and political economy bears little re- 
semblance to the methods of the Gov- 
ernment applied to its own affairs. 


VICIOUS RESTRICTION 


“THE ‘quota’ or ‘code’ is universally 
acknowledged to be a vicious form of 
trade restriction. The whole conception 
of such restrictive policy is fundamental- 
ly mistaken. It ignores economics no less 
than it does human nature and business 
principles. It inaugurates a fresh dis- 
turbance into world trade. It is a form 
of tax on the public, which, unlike a 
tariff, produces no revenue for the Gov- 
ernment. Indirectly it resolves itself in- 
to a tax on the consumer to pay the 
farmer for producing nothing. It is an 
impracticable, bureaucratic scheme 
which relies upon the strangling of im- 
ports and is burdensome to the consum- 
ing public. It daes not equate the supply 
and demand, but is a malicious mecha- 
nism for preserving the solvency of the 
least efficient producer. It is, in fact, 
an attempt to stampede the nation into 
solvency. Heretofore it was customary 
to allow the economic forces to work 
themselves out uncontrolled until the 
economic world again reached such 
equilibrium as was possible within the 
limitations imposed by a credit econ- 
omy. Government intervention to pre- 
vent a slump in commodity prices by 
artificial restrictions of production in- 
variably fails and ‘valorization’ attempts 
have usually been foolish.” 
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Nor Gloom 
of 
Night 


Above the fagade of the Post 
Office Building in New York 
there is engraved this inscription: 


“Neither rain nor snow nor heat 
nor gloom of night stays these 
couriers from the swift comple- 
tion of their appointed rounds.” 


The services of this bank are 
based upon the outstanding 
efficiency of the United States 
Post Office Department. 


Our system of continuous oper- 
ation permits of no avoidable 
delay in the conversion of col- 
lection items into available cash. 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital and Surplus ..... 
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reduced tor 
hold-up protec- 
tion without in- 
conveniencing 


depositors 


THIS. COMBINATION IS CONTROLLED 8Y 
DIEBOLD AUTOMATIC RE-WIND 
DELAYED CONTROL TIME LOCK, AND 
WILL NOT YIELD TO OPERATION OF THE 
COMBINATION FOR A PERIOD OF 
MINUTES. 


Sare a Lock Co. 
CANTON, OHIO 
PROTECTION ENGINEERS PATENTS PENDING 


This label, located in plain 

view on front of locker, ex- 

plains that reserves are be- 

yond the bandits’ reach... 

stops them if they attempt 
a hold-up. 


Diebold Tellers’ Safety Lockers equipped with Automatic Re-wind 
Delayed Control Combination Locks conform with all requirements for 
the protection of counter cash from hold-ups. They make possible 
convenient banking service that does not require depositors to wait for 
hours as must be done when night timelocks are used. 


Bulk funds are readily available from the Teller’s Safety Locker 
for satisfying depositors’ demands . . . within the limit of the delay 
period. 

The Teller’s Safety Locker is readily installed in present fixtures. The Automatic 
Re-wind Delayed Control Combination Lock is free of human errors in its operation. 
The delay period is under the control of authorized officers only. It is fully auto- 
matic and fool-proof. It can be attached to most units now equipped with combination 


locks. Write for interesting, fully illustrated details about the Diebold plan of bank 
hold-up protection . . . no obligation. 


Long known as a leading bank vault manu- 

facturer, Diebold offers complete protection 

for records, money and wealth from fire, 
burglary and banditry, 


The sign that 
detours bandits 


DIEBOLD 


SAFE & LOCK Cco.. Canton, Obio 


SEE OUR WORLD’S FAIR DISPLAY . . . GENERAL EXHIBITS BUILDING 


1933 


Banking 


Supervision 


By the States 


UT of the depression and its reper- 

cussions upon the banking system 
of the nation have come in recent 
months many far-reaching changes in 
the laws surrounding the activities of 
the departments charged with super- 
vision of state banks and trust com- 
panies. 

In some states the commissioners 
have been clothed with dictatorial pow- 
ers. Others have gone to the opposite 
extreme and abolished the office com- 
pletely, while in yet others advisory 
boards have been formed to work with 
the supervisory officials. 

California has empowered its super- 
intendent to regulate interest rates paid 
by banks. Connecticut has given its 
bank commissioner authority not only 
to regulate but to “instruct” banks, to 
modify audit requirements and to veto 
the sale of one bank to another. Iowa 
increased its superintendent’s power by 
allowing him to take possession of any 
state banking institution, without in- 
solvency proceedings to protect debtors 
and creditors. New Hampshire gave its 
bank commissioner authority to remove 
any officer, trustee or director who has 
ignored a previous warning in writing 
to the effect that he has been operating 
contrary to the rules of sound banking. 


BROADENED POWERS 


NEW JERSEY legislation allows the 
commissioner to approve immediately 
and without notice the establishment 
and maintenance of branches in home 
counties in cases where the entire as- 
sets of a bank in liquidation are pur- 
chased by the bank applying for a 
branch. New Mexico and North Caro- 
lina allow their commissioners to ap- 
prove loans in excess of prescribed limi- 
tations to meet emergencies, North 
Carolina restricting such loans to a 
period not to exceed 120 days when 
fully secured. Arkansas and West 
Virginia have clothed their commission- 
ers with dictatorial powers. 

Other states, however, are seeking for 
a remedy for supervision problems not 
in the extension of commissioners’ pow- 
ers, but by the establishment of boards, 
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committees and commissions, in some 
cases to supplant, in others to supple- 
ment, the work of the former delegated 
authorities. 

Wisconsin is a notable example of 
drastic change. In this state, the offices 
of banking commissioner and deputy 
commissioner have been abolished and 
a three-member banking commission 
brought into being, appointed to over- 
lapping six-year terms by the governor 
with the consent of the senate. The acts 
of the commission, whose authority in- 
cludes the right to remove any bank 
officer or director, are subject to a bank- 
ing review board. The commission is ex- 
pressly authorized to establish uniform 
savings rules which should be adopted 
by all commercial banks and trust com- 
panies. 

Delaware has created a board of bank 
incorporation, of which the bank com- 
missioner is chairman and the secretary 
of state and attorney general ex-officio 
members, to pass upon all bank charters 
and to issue any necessary amendments. 


THE INDIANA PLAN 


INDIANA, by its Financial Institu- 
tions Act, has set up a department of 
financial institutions. This provides for 
a commission of five persons, one of 
whom must have tested banking ex- 
perience, under whose jurisdiction a 
division devoted to banks and trust 


companies shall function. Its authority |, 


includes mergers and consolidations, 
conversion into national banks, the 
opening of branches and control over 
affiliates and holding companies. 

South Carolina has abolished the 
office of state bank examiner and vested 
plenary powers and control over all 
banks in the hands of the governor, 


who may authorize a state board of | 


bank control to set up a new examina- 


tion department, assess charges and | 


take over all records. 
New legislation in Vermont provides 
for the creation of, an advisory board 


and lodges with the governor power to | 
declare a banking holiday and to work | 


out the plan for operating under re- 
strictions resulting therefrom. 

It is evident from the above that the 
predominant trend is in favor of en- 
largement of departmental discretionary 
powers. 

State legislators have been no more 
immune to the effects of criticism of 
banking than have the members of the 
House and Senate in Washington, and 
their activities in the field of banking 
law will probably continue until the 
turn in the business cycle diverts at- 
tention to other objects. 


TO BANKS 
seeking New York State 


CORRESPONDENTS 


In addition to all the services of a 
complete banking institution, the 
Marine Midland Trust of New York 
offers connections through the other 
banks of the Marine Midland Group. 
There are 21 of them, situated in 
Buffalo, Binghamton, Rochester and 
other important “Upstate” cities. 

Some senior officer of the New 
York City Bank is familiar with every 
phase of the operations of the other 
21 banks. Theirexperienceisavailable 
to those seeking banking facilities in 


New York State. 


THE MARINE MIDLAND 
TRUST COMPANY 


120 BROADWAY+ NEW YORK CITY 


_ 


AMERICAN BANKERS ASSOCIATION JOURNAL, October 1933 


Long Distance telephone service sells 
goods. Says a Virginia coal company, 
“We contact more prospects per day by 
telephone, resulting in increased sales 
per salesman, at less cost per ton.” 


Many other businesses are finding 
Long Distance valuable because it is 
so fast, so convenient, so economical. 
(From New York to Philadelphia, 50c; 
Chicago to Pittsburgh, $1.80; Wash- 
ington, D. C., to Atlanta, $2.35.) 


Long Distance may be profitably fit- 
ted into your operating plans, just as it 
has in such widely different fields as 
tires and refrigerators. For helpful in- 
formation, call the local Bell Tele- 
phone Business Office. 


EWING GALLOWAY 


Patriotic 


Shopping 


“TT is not enough to buy from N. R. A. 

establishments,” says Professor Wil- 
liam F, Ogburn, recently resigned from 
the National Recovery Administration 
staff. “It will be just as patriotic to spend 
time in investigating prices and to buy 
at the best price.” 

When Professor Ogburn left General 
Johnson’s force on August 14 he wrote 
a memorandum to the recovery adminis- 
trator which said in part: 

“The consumers will lose unless in- 
dexes of prices and purchasing power 
are developed. The economic system of 
the classical economists was self-regu- 
latory under competition. If competi- 
tion is to be weakened by monopolistic 
tendencies, I think the only automatic 
check on prices will be recurring busi- 
ness depressions. 

“Price determination is of particular 
significance in the basic industries such 
as oil, steel and coal. The full answer 
on price adjustments will probably not 
be written for many years to come, but 
the issue is fundamental. No dogmatic 
position should be taken, but enough 
understanding may be reached at this 
time to provide the basic safety to the 
consumer.” 

More recently Professor Ogburn, who 
is a member of the faculty of the Uni- 
versity of Chicago, remarked that there 


Rates above are for station-to-station, daytime calls. Evening and ne was “no doubt that the New Deal.was 
which kept prices down.” He believes 
that if prices rise faster than purchas- 
ing power there will be another eco- 


nomic catastrophe. 
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BUDGETS 


Loans on 


Mortgages 


UT of the painful real estate ex- 


periences of the past two or three 
years, bankers have learned that safe 
lending on first mortgages is a science 
in itself, requiring a highly specialized 
knowledge not only of building values 
but of neighborhood trends, structural 
strengths and weaknesses and rentability 
or saleability. 

Points to be considered with particu- 
lar care, according to Clyde A. Mann, 
managing director of the newly formed 
Certified Building Registry, which has 
as its aim a greater stabilization of 
mortgage loans by uniform appraisals, 
are the following: 4 

CONSTRUCTION. No building is 
better than the materials and workman- 
ship that go into it and the care that 
has been given to incorporate every 
reasonable safeguard against fire and 
accident. Many of the present real 
estate problems center around the care- 
less work of jerry-builders. Absolute 
assurance that buildings are properly 


constructed is a first requisite for a loan. 


MAINTENANCE. The equity back 
of a mortgage loan depends upon proper 
maintenance. Periodic examinations of 
roofs, paint, plumbing and heating dur- 
ing the life of a mortgage and a close 
watch on property trends in the neigh- 
borhood are very important means of 
protection. 

HEATING EFFICIENCY. Proper 
heating facilities are a particularly nec- 
essary asset in rented properties and 
affect the marketability of buildings 
taken over under foreclosure. 

SANITATION’ AND SAFETY. A 
factor of far-reaching importance in 
rental work is plumbing. Women, par- 
ticularly, base their decisions to a very 
considerable degree on the appearance 
and convenience of kitchens and baths. 
Lurking hazards to life and fire risks 
must be promptly located and elimi- 
nated. 

TERMITE AND FUNGOUS CON- 
DITIONS. Annual damage to buildings 
from these sources is rated by the 
United States Government at about 
$440,000,000. This loss is 95 per cent 
preventable through the prompt use of 
proper measures. 
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... both business 
and personal... 


helped by Mutual Savings 


INSURANCE 


EEPING outgo down to 
budget figures isn’t easy, for 
corporations or individuals. 

Mutual casualty insurance has 
helped because mutual companies, 
year after year, have returned sub- 
stantial dividends to policyhold- 
ers—effecting a reduction in the 
net cost of protection. 

Over a million car owners bene- 
fited by mutual savings 
in 1932—also 
of thousands of employ- 
ers on their workmen’s 
compensation insurance, 
among them many of the 
leading corporations in 
the country. 

The 23 member com- 
panies of the National 


This Seal identifies a mem- 
ber company of The National 
Association of Mutual Cas- 
ualty Companies and the 
American Mutual Alliance. 


Association of Mutual Casualty 
Companies, through economy in 
operation, care in selecting risks 
and helping policyholders avoid 
unnecessary accidents, have saved 
and returned to policyholders in 
dividends over $107,000,000 in 
the ten years since 1922; a total of 
$25,008,470 for 1931 and ’32. 

These selected, sound mutual 
organizations offer the 
utmost in protection and 
service to any buyer of 
casualty insurance, small 
or large. 

Write today for a list 
of Association companies 
and anoutline of the advan- 
tages of this oldest form 
of insurance protection. 


MUTUAL CASUALTY INSURANCE 


Sound and economical protection on following risks: accident - automobile (all forms) - burglary 
and theft - fidelity - liability (all forms) - plate glass - property damage - workmen’s compensation 


WRITE FOR THIS BOOKLET 
National Association of Mutual Casualty Companies, 
230 North Michigan Avenue, Chicago, Illinois. 


Gentlemen: Kindly send me, with no obligation, a list of the Association compa- 
nies and an outline of the benefits they offer the policyholder. 


Name. 


Addres 


THE MUTUAL PLAN HAS OPERATED SUCCESSFULLY FOR 180 YE/ acs 


| 

| 
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APPROPRIATE NAME. First in Wisconsin in 
resources, facilities, contacts and scope of service, the First 
Wisconsin National Bank is appropriately named. Major 
unit of the Wisconsin Bankshares Group (comprising 46 
financial institutions serving 27 Wisconsin communities). 

A strong, dependable bank unusually well fitted to serve other 
banks and business corporations. Copies of our June 30, 1933 


Statement of Condition available in convenient pamphlet form. 


We invite your inquiries. 


FIRST WISCONSIN 
NATIONAL BANK of Milwaukee 


UNIT OF WISCONSIN BANKSHARES GROUP 


Credit 


Destruction 


T about the same time that General 
Hugh S. Johnson was beginning to 


{express dissatisfaction with the way 


bankers were making loans available for 
recovery, the Parsons, Kansas, Sun pub- 
lished an editorial entitled “Of Deep 
Concern”. It was written by the presi- 
dent of the Sun, Clyde 'M. Reed, form- 
er governor of Kansas. 

Mr. Reed wrote: 

“The national administration is urg- 
ing an expansion of business. More 
enterprise, more employment, more 
money in circulation through more 
wages and more purchasing. It is urging 
business men and manufacturers to ex- 
pand their business. Urging the banks to 
extend more credit. And— 

“The national banking department, 
also a part of the national administra- 
tion, is restricting, yes, destroying, credit 
on a scqle never before known in our 
banking history. 

“The United States has developed, 
and this applies especially to this sec- 
tion of the nation, through the banking 
policy of making loans upon security 
available—plus the character of the men 
to whom they were made. .. . The na- 
tional banking department is following 
a policy which forbids this.” 

The Sun itself then quotes the In- 
dependence Reporter (Independence 
had two failures of national banks) : 

“In the Independence case the bank- 
ing department has assumed an atti- 
tude that virtually precludes business ex- 
pansion and discourages investment 
save and except in Wall Street securi- 
ties. Montgomery County lands, stocks 
of merchandise, livestock chattels, dairy 
herds and just about all other types of 
property in this section of the country 
are banned under the national banking 
department’s classifications.” 

The Sun resumes: 

“All of the national bank officers with 
whom the writer has discussed the mat- 
ter resent the unwise policy—but there’s 
nothing they can do about it. 

“This country, this state, this section 
and this town could never have de- 
veloped under such a policy. It would be 
ruined if all banking accommodations 
were limited so severely as the national 
banking department now insists upon.” 
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Price Fixing: The Third Effort 


(CONTINUED FROM PAGE 21) 


The depression-time principle was 
quite different. Surpluses existed. Spec- 
ulators were selling short. The strategy 
was to restrict production, buy up sur- 
pluses for holding, prosecute bear spec- 
ulation. It failed, because in depression 
demand fell off even faster than produc- 
tion could be restricted, and surpluses 
hanging over the markets forced prices 
steadily to new lows. 

If these principles and these condi- 
tions were the essence of the case to- 
day, there would be little to say in 
defense of price fixing. But new condi- 
tions (recovery, not war and not deep- 
ening depression) call for new princi- 
ples. And they exist. 

Three main principles today may be 
identified : 

(a) Farm parity 

(b) Fair practices 

(c) Purchasing power. 


TODAY’S ATTEMPT 


THE first underlies the Agricultural 
Administration Act. The Act definitely 
rejected the cost principle. Farm groups 
demanded that the law should guar- 
antee a price adequate to cover cost. 
But what was cost? Cost to the best 
farm or the poorest? Cost to cover a 
high standard of living or a low? Con- 
gress voted down this principle and 
adopted the parity principle. It directed 
the raising of farm prices to their pre- 
war ratio to other prices. This was a 
criterion of convenience, an easy way 
of making the parity idea definite in 
terms of arithmetic. 

But the philosophy went much deep- 
er than the arithmetic. The philosophy 
was that a balance had to be struck be- 
tween farm prices and non-farm prices. 
This balance had been destroyed be- 
cause farm price had fallen 70 per 
cent whereas non-farm prices had fallen 
only 35 per cent, or half as much. Re- 
storing this balance would not only 
benefit the farmer but indirectly would 
benefit the city man because it would 
restore the market for the product of 
the factory. This would revitalize the 
circulation of money, would put people 
back to work, would perpetuate the 
circuit flow of purchasing power. It 
would give an ascending spiral to the 
whole economy and end the vicious 
circle of deflation. 

To overlook this philosophy of farm 
price fixing would be to miss the point 


of the whole effort that is being made. 

The details as to method are not 
particularly new. Restriction of acreage, 
ploughing under, export maxima, 
dumping of surpluses, tariff walls, proc- 
essing taxes—in one form or another 
they have been experimented with be- 
fore both at home and abroad. But 
this time the experiment is more 
comprehensive, more consolidated, and 
is tried at a time when a world recov- 
ery wave has started. That makes a 
great difference, as long as the recovery 
wave lasts. 

The second principle of price fixing 
applies to industry and trade. It is a 
principle of fair practices and aims to 
remedy cut-throat competition and 
vicious selling below cost. In other 
words, it is impossible to define fair 
practices without resorting to some con- 
cept of cost. 

The various codes under the N.R.A. 
are far from uniform in their attempts 
to give a yardstick of costs. Many of 
them are very vague. Some do little 
more than give an industry an oppor- 
tunity to go ahead on its own initiative 
and work out a definition of cost. 

In spite of these difficulties, the cost 
approach to fair practices is more than 
a nebulous dream. The industry knows 
its own culprits. It knows the firms 
which have headed themselves for 
bankruptcy by cutting below any rea- 
sonable level of costs. Given a chance 
to put an end to this unfair and suicidal 
cost cutting, and given immunity from 
anti-trust prosecution as long as price 
cooperation does not lead to profiteer- 
ing, the industry has an opportunity 
to put its house in order. For years oil, 
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rubber, textiles, steel and many other 
lines have been crying for this oppor- 
tunity. Now they have it. What will 
they do with it? No Government offi- 
cial can answer the question. It is 
squarely up to industry. 


The third principle is purchasing 


power. In the old days, the cost cutter 
took it out on labor. He was also a 
wage cutter. The decent shop could not 
compete with the sweatshop unless cer- 
tain standards of labor remuneration 
could be set up. 

Moreover, the products of the fac- 
tory could not be sold as long as fac- 
tory payrolls were running 60 per cent 
below pre-depression levels. Purchasing 
power must be advanced without wait- 
ing for the laissez-faire lag which usual- 
ly has prevailed in recovery periods. 


Hence, a certain amount of wage fixing | 


is involved as a concomitant of the 
N.R.A. price fixing program. 


A CAUTION 


BUT wage advances must not be dis- 
sipated by more than proportionate 
leaps in the cost of living. The worker’s 
interest as a consumer must be pro- 
tected. Consequently, there is a pro- 
gram to watch the advances in retail 
prices, to limit the rise of manufac- 
tured prices, to apply a rule of reason. 

It is an experiment. This is not the 
time to prejudge the outcome. But it 
is well to have in mind the principles 
which have been set up, the lines of ap- 
proach. It is well to have in mind the 
unique conditions under which price 
fixing is being tried out this time. To 
appraise and interpret as best we can 
is the task of the present stage. Price 
fixing in some form is probably here to 
stay. If this immediate form fails, the 
alternative is probably not to go back 
to rugged individualism but to go into 
more drastic controls. It is to the inter- 
est of industry to make the thing work. 


The attitude of official Washington toward price fixing is hard 
to follow. The two “yetes below were taken from the same 
issue of the New 


ork Herald Tribune, September 13 
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Shouldn’t Utilities 
Share in the Recovery? 


Government agencies are clipping the income of the 
utilities at both ends by forcing reductions i in rates and 
by imposing destructive taxes. 

Prices of other commodities are rising, but State and 
local governments are demanding that the price of elec- 
tricity be reduced. Residential electric rates are already 
20% lower than in 1926, and 35% lower than in 1913. 
When other prices skyrocketed, they maintained a con- 
sistent downward trend. 


$250,000,000 TAXES IN 1933 


Taxes on electric companies will amount to about $250,000,000 
in 1933. This is about 134 cents of every dollar of gross oper- 
ating revenues. Taxes are now a third greater than in 1929,— 
an alarming rate of increase. 

The total of actual and potential increases in taxes and re- 
ductions in rates is likely to reach $3,500,000 a year for the 
Associated System. This means there is available $3,500,000 
less for meeting interest requirements. 

To maintain electric rates at their present level when taxes 
are increasing and the prices of other commodities are rising is 
bad enough. To force rates lower at this time is an injustice 
and a damaging blow to one of the nation’s largest industries, 


Associated Gas & Electric System 


61 Broadway €S> New York 


Lord MacMillan has long been 
a prominent member of the 
British Bar. He was appointed 
Lord Advocate of Scotland in 
1924 and was chairman of the 
Treasury Committee on Fi- 
nance and Industry in 1929. 
He has acted as arbitrator in 
a number of labor disputes 


Canada’s 


Banking 


NSTRUCTED to “inquire into bank- 

ing, finance and credit, paying regard 
to factors both internal and interna- 
tional which govern their operation and 
to make recommendations calculated to 
enable those agencies to promote the de- 
velopment of trade and commerce and 
the employment of labor,” the Mac- 
Millan Commission held its first open 
meetings in Ottawa on August 8 and 9, 
and then moved westward to the Pacific 
Coast, where, at Vancouver, opportu- 
nity was given to both critics and pro- 
ponents of the present banking system 
to present ideas and suggestions. 

It is the plan of the Commission to 
hold similar open meetings in every im- 
portant business center in Canada over - 
a period of two months, then carefully 
to sift the mass of material collected and 
submit to the next session of Parlia- 
ment recommendations, which will serve 
as the basis for any changes in the 
Banking Act. 


THE AGITATORS 


CANADA, like the United States, has 
its full quota of agitators who see bank- 
ing as the leading cause of the long- 
drawn-out depression. The fact that the 
Canadian banking system has stood in- 
tact through this period of stress and 
has met every demand of its depositors 
is ignored by a school of thought with 
which we are all too familiar in the 
United States, the school which de- 
mands the “nationalization of credit,” 
“refuses,” in the words of J. S. Wood- 
worth, “to believe that banks are private 
property” and dodges the fact that 90 
per cent of all Canadian banking re- 
sources are the property of hundreds of 
thousands of depositors in every prov- 
ince in the Dominion. 

Criticism is particularly rife in the 
prairie provinces. Farmers feel that 
more money should be made available 
at lower interest rates. Municipal and 
provincial executives would like to get 
their funds from the Dominion in pref- 
erence to dealing with banks. Small busi- 
ness men complain that their requests 
for loans must be passed upon by execu- 
tives secluded in offices far removed 
from the scene of the would-be bor- 
rowers’ activities—a charge which bank- 
ers urgently deny and in the denial ‘of 
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Investigation 


which they are fully supported by the 
heads of the major industrial and com- 
mercial organizations where open meet- 
ings have been held, who unite in agree- 
ing that there has never been a time 
when their legitimate needs for funds 
were not promptly and fully met. 
Foremost among the subjects to be 
considered by the Commission is the 
question of a central bank for Canada, 
the demand for which is strongest in the 
West. Conservative banking opinion on 
this point was summarized in the Sep- 
tember JOURNAL, but there can be no 
doubt of the fact that this will be a 
major issue before the next session of 
Parliament, and any finding in its favor 
by the Commission will be practically 
tantamount to passage of a central bank 
law within the next few months. Pro- 
ponents of the plan proclaim its ad- 
vantages in creating a closer link with 
other central banks, especially the Bank 
of England, and a closer hookup of the 
Canadian dollar with the pound sterling 
and a loosening of the tie with the 
American dollar. The success of the re- 
cent Canadian loan in London supplies 
ammunition for this group. 


THE COMMISSIONERS 


THE makeup of the Commission as- 
sures a comprehensive study of the 
whole complicated problem. Lord Mac- 
Millan, its head, is Chairman of the 
Court of the University of London and 
a member of Britain’s Privy Council. As 
chairman of the British Treasury Com- 
mittee on Finance and Industry, he ad- 
vocated, two years before such proposals 
were discussed in the United States, a 
reduction in the lefal gold reserves of 
central banks and expressed opposition 
to the devaluation of currencies. 

Sir Charles Addis, another member, 
is a former director of the Bank of 
England, ex-vice-chairman of the Bank 
for International Settlements and now, 
at 71, is chairman of the Hong Kong 
and Shanghai Banking Corporation. 
Canadian banks are represented by Sir 
Thomas White, vice-president of the 
Canadian Bank of Commerce and war- 
time Finance Minister of Canada, and 
Beaudry Leman, general manager of the 
Banque Canadienne Nationale, while 
Premier Brownlee of Alberta, whose 


A progressive, dependable surety and 
casualty company—with an army of 
9300 local agents—each a power in 
his community, and each a contrib- 


utor to local growth and progress. 


USF&G 


UNITED STATES FIDELITY AND GUARANTY COMPANY 


with which is affiliated 


&G FIRE 


FIDELITY AND GUARANTY FIRE CORP. 


Home Offices 
BALTIMORE, MARYLAND 


province is in the heart of the grain belt 
and who is thoroughly familiar with the 
western viewpoint toward the present 
banking system, represents the voters. 

Expressing the conservative Canadian 
viewpoint toward the work of the Com- 
mission is this quotation from a recent 
editorial in the Montreal Star: 

“Our banking system is the backbone 
of our economic stability. Nothing could 
strike this nation a deadlier blow than 
to have it impaired or discredited. It 
would be far better that it should not be 
attacked at all in these days of doubt.” 


Sir Charles Addis 
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AMERICAN BANKERS 


SALMON P, CHASE 
Secretary of the Treasury under LINCOLN 


A BACKGROUND 
of Banking and Trust Service 


THE CHASE NATIONAL BANK 
of today is a development both of a 
long period of natural growth and of a 
series of comparatively recent consoli- 
dations. The most notable of these 
were with The Mechanics and Metals 
National Bank, The National Park 
Bank and The Equitable Trust Com- 
pany of New York. Each of these banks 
Was an outstanding financial institution 
and each made a substantial contribu- 
tion to the service, man- 
agement, resources and 
prestige of The Chase 
National Bank. 

Today the Chase, as a 
commercial bank, offers 
every facility and conveni- 
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Growth of 
Ghase Total Resources 


1877 (Organized) $ 


ence known to conservative banking. Its 
background of long experience and the 
advatitages of its international facilities 
have attracted the accounts of banks, 
bankers, business houses and individuals 
from all parts of the world. 

As another important phase of its 
operations, the Chase conducts a Trust 
Service which at all times has justified 
confidence in its effective discharge of 
fiduciary responsibilities. Sympathetic 
and expert attention is 
made available in this high- 
ly specialized and technical 
field, through the Chase 
Personal Trust Depart- 
ment, to those whose affairs 
are placed in its charge. 


1,042,009.25 
9,489, 346.24 

36, 23%,476.68 
105,096,072. 52 
422,460,081.73 
1,001, 292,727.31 
1,727,182, 164.14 


CHASE NATIONAL BANK 


OF THE CITY OF NEW YORK 


(CONTINUED FROM PAGE 44) 
ment of trust department services, giv- 
ing practical help in the solution of 
organization, investment and adminis- 
tration problems; 
7. Aid in the formulating of general 
business development policies. 


A Profitable Association 
Il A special department should be 
¢ established to provide credit in- 
formation, managerial advice and spe- 
cial services, trust matters, exchange, 
transfer of funds and securities, etc. 
Close personal contact should be main- 
tained by men trained to meet country 


bank problems. This group should form 
or support local associations. 

Instead of non-income producing 
deposits, over minimum requirements, 
country banks should have safekeeping 
accounts with city correspondents in- 
vested in Treasury and short term, high 
grade securities. 

This account provides income, imme- 
diate funds by sale or collateral loan, 
quicker collections and supervision and 
improvement for the bond account. By 
including the entire bond account, de- 
faults could be checked and theft risk 
and insurance costs reduced. A per cent 
of income collected should be charged 
for compensation. 
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The next Forum Answers will 
appear in January. The ques- 
tion, concerning guaranty of 
deposits, appeared on Page 80 
of the September issue, along 
with certain important data 


Answers to the 


The relationship should be an ad- 
vertising feature for the country bank, 
a means of selling the services of the 
city bank and a profitable association 
for both. 


Bonds and Collections 
I In considering the subject of 
e what services a city bank can 
render, we would first do well to re- 
member the general banking business 
done—the account that the country 
bank keeps with the city bank. This 
service is invaluable, Of course, city 
banks have their service charge on ac- 
counts, but no doubt with present re- 
ductions the per item charge is de- 
creased. True, this charge does not 
affect the larger of the country banks, 
but the smaller ones are those that 
need the most help at this time. 

The country bank has always wel- 
comed the service of the bond depart- 
ment, not only for its reserves but to 
aid its own customers in their invest- 
ments. Now, the city banks will not 
have any affiliated securities company, 
nor will they underwrite any securities, 
but they will have an expert to analyze 
the securities and will advise concerning 
them. 

There are innumerable services that 
come to the country bank without much 
thought. It would be wrong not to men- 
tion the excellent service of the city 
bank’s collection department, making 
collections not only in this country but 
in many foreign countries. 


A Bulletin 


The city banks should concen- 

e trate on developing closer per- 
sonal contacts with correspondents in 
order to encourage these smaller insti- 
tutions at any time to call upon the 
city bankers’ greater experience with, 
and knowledge of, money and invest- 
ment markets. In this fashion corres- 
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August Question 


pondents may be rendered invaluable 
service in meeting to best advantage 
their larger operating and management | 
problems. To this end the city bank | 
should designate one or more of its | 
money or investment officers to work in 
close cooperation with its_contact offi- 
cers in extending useful knowledge to 
the correspondents. 

The development and distribution of 
a monthly economic bulletin, such as 
some large banks already circulate, is 
an excellent medium for placing en- 
lightened information in the hands of 
the correspondents. Combine this with 
closer personal contacts and discussion 
of specific problems, and we shall at- | 
tain a more useful, more sound and 
more unified banking system. } 


Soundness 
V A city bank can render no 
e greater service than to be 
founded upon sound practices, with 
strong safeguards and a management 
of the highest character. This would 
assure competent handling of any ser- 
vice the correspondents might require 
of the city banks. 

The utilizing of the city banks’ cred- 
it and investment departments, in con- 
junction with the safekeeping of in- 
vestments, would make it possible for 
the correspondents #& have practically 
all their investments in the city, there- 
by reducing surety bond and theft in- 
surance expense. 

Another service might be in counsel- 
ing with the highly specialized publicity 
and business extension departments. 

The city bank should guard against 
unwarranted free services and be gov- 
erned by the merits of each account. 
However, the correspondent should ap- 
preciate the value of personal contact 
with the bank officers, which would 
place at its service the specialized 
knowledge of each department in the 
city bank. 
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We said— 
“Give us a 


12,000 


picture of 


Agents” 


12,000 Maryland Casualty agents in the United 
States, Canada, Cuba, Puerto Rico, Canal Zone, 
Panama, Hawaii, and Mexico, means that the 
Maryland Casualty automobile policyholder always 
has a friend along the way in case of accident. 


Maryland nationwide service means, 
too, prompt attention and settlement 
of casualty claims and bonding 


losses, wherever they appear. 


Always say: “We want our protection 
through the Maryland Casualty 


Company.” It means something. 
MARYLAND CASUALTY 
COmpPA ny: "BALTIMORE 


( 


F.HIGHLANDS BuRNS 


S 


SUALTY SURETY BONDS. 


Advisory Service 
VI The city bank knows that its 
* correspondent bank business 
depends upon the progress of its cus- 
tomers. It will, therefore, advise with- 
out prejudice regarding investments as 
if it were purchasing for itself. The city 
bank should take the initiative in form- 
ing county or group orgenizations, 
through which, experience -has proved, 
much progress can be made. 

The city banks handling correspon- 
dent bank business are in closer con- 
tact with the financial centers and 
should interpret for the average rural 


banker the intention and probable 
effects of new legislation. With advice 
given impartially, city banks can help 
rural bankers form policies of proved 
soundness, realizing the trend of gen- 
eral conditions throughout the territory 
that would affect every rural banker. 


| 
\e 
\ 
v 
_ 
= 
| 
The rules which govern the 
JouRNAL’s Monthly Forum 
last ap on Page 80 of 
the September issue. Answers 
to the September Question 
are due December 10 
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State Branch 


The Northern Trust Company is a bank of unchanging 
identity. Since 1889, it has grown with Chicago. Through the 
past few years its steady increase in deposits has continued. 
It serves its customer banks expeditiously and with thorough- 
going care. The inquiries of out-of-town bankers who desire 
its type of correspondent are cordially invited. 


THE NORTHERN 
TRUST COMPANY 


NORTHWEST CORNER LA SALLE AND MONROE STREETS 
CHICAGO 


State legislatures have given 
much of their thought in re- 
cent years to banking laws. 
The conservation and protec- 
tion of existing unit banks is 
still the paramount concern of 
law-makers throughout the 
country 


LR 


Recent 


HE eyes of state legislators are look- 
ing with increased favor upon branch 
banking, if action at their last sessions 
may be taken as a basis for judgment. 


Eleven states have recently altered exist-. 


ing laws, in the majority of cases to 
facilitate the operation of branches. 

In Washington, statewide branch 
banking is now permitted among banks 
whose paid-up capital amounts to a 
half-million dollars or more, while a 
$200,000 capital makes a bank eligible 
to operate branches anywhere within 
the borders of its home county. This 
same law, however, provides that any 
newly organized bank must set aside 
a certain percentage of dividends paid 
for the building up of a superadded lia- 
bility fund, equal to the amount of the 
new bank’s capital. It also amends the 
law relative to branches of mutual sav- 
ings banks. 


IDAHO—MAINE 


IDAHO, too, passed statewide branch 
bank legislation, whereby any state bank 


| or trust company with capital of not 
| less than $100,000 and paid-in or earned 


surplus of 10 per cent of capital may 
establish offices in city, town or state. 


| Capital stock must, however, equal 


$25,000 for each branch, and existing 
unit banks are protected in their com- 
munities. Another provision requires 5 
years of operation before a unit bank 
can be taken over as a branch. 
Another state, Maine, which already 
had branch banking on a wide scale, 
provided at its last legislative session 
that no limitation should prevent a trust 
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Banking Laws 


Changes 


company having a paid-in and unim- 
paired surplus of not less than $500,000 
from establishing branches in any city, 
town or village where there is no state 
bank regularly transacting banking busi- 
ness or where a unit bank or branch of 
another bank is taken over. 

Connecticut passed legislation allow- 
ing any state bank or trust company 
whose combined capital and surplus 
equals at least $1,000,000 to operate 
one or more branches in its home com- 
munity or in any other town in the state 
without a commercial bank. Savings 
banks whose unimpaired surplus is not 
less than 10 per cent of deposits are 
given the same privilege. The approval 
of the bank commissioner is required, 
and private banks, industrial banks and 
building and loan associations are spe- 
cifically excluded from establishing and 
operating branches. 

Delaware decreed that, where right 
to open branches had been given, such 
branches must be in operation by Janu- 
ary 1, 1934, or the authority would be 
revoked. 


Indiana authorized branch banking. 


within county borders with the approval 
of the Department of Financial Institu- 
tions, the newly created body of five 
men, one of whom must be a banker, 
in whose hands the state supervision of 
banks and trust companies now is 
lodged. 

Maryland amended its banking law to 
give statewide branch privileges to banks 
with approval of the bank commissioner. 


NEVADA—NEW JERSEY 


IN NEVADA, branches are allowed in 
not more than two colinties to banks 
whose capital is $50,000 and surplus 
$25,000. Statewide branch banking is 
restricted to. institutions whose paid up 
capital and surplus is $1,000,000 with 
20 per cent of this amount in surplus. 
New Jersey restricted banks and trust 
companies to branches in places of over 
20,000 population, with not more than 
one in places between 20 and 40 thou- 
sand and not more than two in places 
between 40 and 80 thousand. There is 
provision for continuance of existing 
branches. In case of mergers, if the 
merged bank is to be retained as a 
branch, capital must be $100,000 for 
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The Fearful Years 


These years of the locust teach lessons hard but worthwhile. 
If the recent unregretted unpleasantness does no more than 
drive home the fundamental need for stability in business, the 
cost will not have been too great. 


Unquestionably the two greatest factors in business 
stability are sound banking and sound insurance. Those of your 
clients who look to you for both can find no more permanent 
security anywhere, insurance-wise, than in the policies of these 
three companies. 


We invite analyses and investigation. Our investments 
are conservative, our loss-paying record excellent, our man- 
agement experienced and capable. Our Best's Ratings, our 
statements, our security portfolio, our reports to insurance de- 
partments will stand the closest scrutiny. Two hundred years, 
and more, of sound insurance have built for us a tradition 


and reputation of faultless integrity. 


Send for our new, 32-page brochure, “Through the 


Years" 


- No obligation, of course. It gives our investment 


holdings, financial statements, Best's Ratings, comparative in- 
vestment statistics and other interesting facts about three of 
the soundest companies in America's stabilizing industry. 


The 
LONDON ASSURANCE 


The 
MANHATTAN 


Fire and Marine Insurance Company 


The 
UNION FIRE, 


Accident and General Insurance Company 


99 John Street 


limits the continuing corporation to one 
office in places of less than 20,000 pop- 
ulation, not more than two in places of 
between 20 and 40 thousand, not more 
than three where the population is be- 
tween 40 and 80 thousand. The commis- 
sioner may approve a greater number of 
banks in larger places. 

North Carolina provides that banks 
With capital of $1,000,000, which qualify 
under the law that substitutes the build- 
ing up to 50 per cent of a surplus fund 
in place of double liability for stock- 
holders, may establish and operate with- 
out additional capital such branches in 
the state as “loans may permit”. Ad- 


each office maintained, and the law i 


New York 


ditional branches cannot be permitted 
by the commissioner, however, unless 
the bank maintains its capital and sur- 
plus in ratio of 1-10 to its deposits. 
In Oregon and Utah, branches are 
now permitted to state banks, with cer- 
tain restrictions as to capital stock. 
In addition to the branch banking 
legislation mentioned above, Connec- 
ticut has also provided that 15 or more 
mutual savings banks within its borders 
may organize a corporation without 
capital stock to supply its ant: 
with a mortgage liquidity fund, so 
they may thereby enjoy the benefits of — 


respect. 


MR. 


EXECUTIVE DICTATOR: 


& 
you 


greater 


business 
capacity 


The new Pro-technic Ediphone can in- 
crease your firm's business capacity— 
by 20% to 50%. This is a FACT which 
Edison will prove to you. 

You haven't seen a modern dictating 
machine until you've seen the Pro- 
technic! It's different! Tailored in steel! 
All mechanism is concealed, protected 
from dust. It occupies less floor space. 
And its “Balanced” Voice Writing makes 
dictating easier! * * “Desk” designs 
are available. 

Let us show you in detail by an office 
study just how we will increase the 
business capacity of all your dictators. 


For full information, telephone The Ediphone, your city. 
Or write to— 


Q Edie. ine. 
ORANGE, NEW JERSEY 
| am interested in increasing my firm's business capacity. 
Nam 
Addre: 


A-10 
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FIRST NATIONAL BANK 


CERTIFICATE 
OF DEPOSIT 


order of 
properly indorsed with interest at 


3%) if left 


has deposited in this bank 
Dollars. Payable to the 
on return of this certificate 


per cent. per annum (Maximum rate 


months or longer, on at least thirty days’ demand in writing. 


The bank is prohibited by Federal law from waiving the requirement of 


thirty days’ written notice and from paying interest after the expiration of 


such notice. Not subject to check 


The legal department of the American Bankers Association 
suggests, for example, the above phraseology for one type of 
time C/D to conform to the definitions in Regulation Q, Series 


of 1933, promulgated by the Federal Reserve Board 


Interest Rates 


Time Deposits 


HE new Banking Act, which prohib- 

its the payment of interest by any 
device whatever on demand deposits, 
forces new and more specific definitions 
of the terms “savings or thrift” accounts 
and “time deposits”. 

O. Howard Wolfe, before the recent 
annual convention of the National Bank 
Division, American Bankers Associa- 
tion, offered some illuminating interpre- 
tations of recent rulings on the subject, 
which are digested below. 

A time deposit is one which is in the 
hands of a bank for a specified period of 
time—30 days, six months or one year, 
for example. It draws interest only for 
the stated period of time, and renew- 
als must be made in writing, not ver- 
bally. If the period is for six months and 
the deposit remains intact for seven 
months or longer, it none the less ceases 
to bear interest at its date of expiration. 
Loans must not be made against certifi- 
cates of deposits in favor of their de- 
positors, and the ruling states that any- 
body who wishes to borrow money at 
any time during the period of a time 
deposit must be handled through the 
regular channels. 

Savings or thrift accounts must be 
“bona fide” accounts, and not business 
men’s or convenience accounts under 
any circumstances. Passbooks or other 
forms of receipt must be issued and a 
30-day notice of withdrawal may be 
required. 

The ruling is vague on the matter of 
partial withdrawals but is specific in its 
requirement that all depositors must be 


treated alike. If John Smith is allowed 
a $100 withdrawal from a $1,000 de- 
posit without notice, every other depos- 
itor must be given the same privilege. 
If a bank allows withdrawal on demand 
of some specified part of an account, 
$100 for example, there is some ques- 
tion as to whether interest may be paid 
on the $100, as the regulations are 
vague on this point. 

The regulations have nothing to say 
on the matter of maximum amounts of 
savings or thrift accounts, this being 
left in the hands of local clearinghouses. 
In one city, at least, however, a maxi- 
mum of $5,000 has been set, upon which 
the highest permissible rate of interest 
may be paid, this rate being scaled down 
¥ of 1 per cent on sums from $5,000 
to $10,000 and fixed at 1 per cent on 
greater amounts. 

The Federal Reserve Board has es- 
tablished a maximum figure of 3 per 
cent for interest paid but leaves with 
local governing bodies the fixing of 
actual rates, based on conditions pre- 
vailing in the various communities. 

Upon the adoption of the Banking 
Code, the law prohibiting payment of 
interest on demand deposits will be 
supplied with sharper teeth, inasmuch 
as any bank signing the code will not be 
able to take advantage of non-member- 
ship in the Federal Reserve System to 
pay such interest. 

It is, therefore, at last within the 
power of sound bankers to enforce rea- 
sonable rules of competition in a field 
which has been wide open to abuses. — 


68 
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The Flow of Funds 
Through Washington 


(CONTINUED FROM PAGE 52) 


distribution indicated in the map on 
Page 31 represents round figure esti- 
mates based upon the distribution to 
August 31. There are other eleemosy- 
nary grants by the Federal Government 
for schools, child welfare work and the 
like which go to swell the total of the 
funds now being distributed among the 
states. 

In the course of the current year and 
next year the greatest movement of 
funds through Washington into the 
country at large will be in connection 
with the $3,300,000,000 public works 
program. This movement of funds, how- 
ever, will be comparatively slow, at 


least for the present. Allotments of | 


funds for projects have been made for 
about half of the total appropriation, 
but it takes time to get these enterprises 
started. Some of the funds are already 
being spent in several states on high- 
ways, and several other great enter- 
prises are under way, but we will prob- 
ably be well into next year before the 
full effect of the Government’s program 
can be ascertained. 

About one-third of the $3,300,000,- 
000 appropriated for this purpose is to 
be spent directly by the Federal Gov- 
ernment in the several states for Fed- 
eral purposes. Practically every agency 
in the Government has been given 


RELIEF CONVENTION 


G MAC SHORT TERM NOTES 


available in limited amounts 
upon request 


GENERAL MoTors 
ACCEPTANCE CORPORATION 


Executive Office -- BRoaDWaAY at 57TH STREET -- New York, N. T. 


OFFICES IN PRINCIPAL CITIES 


money to spend, the money going to 
every state in the Union. These works 
include roads, naval construction, new 
public buildings, repairs to existing 
buildings, conservation work, such en- 
terprises as the Tennessee Valley Au- 
thority, flood control enterprises, rec- 
lamation, irrigation projects and many 
similar undertakings. 

The rest of the expenditures are to 
be made through state advisory boards 
and state engineers on non-Federal 


When relief workers from the entire United States met in 

Washington early in September to discuss unemployment 

relief measures for the coming winter, President Roosevelt 
addressed them on the White House lawn 


projects. These expenditures will be 
made partly as loans to the states, 
municipalities or other organizations 
interested and partly in the way of Fed- 
eral contributions to aid in the work. 
For instance, a loan of $37,000,000 has 
been granted the Triborough Bridge 
Authority in New York for the con- 
struction of a bridge, and with the loan 
was a grant of $7,200,000. 

An appropriation of $25,000,000 has 
been made for the development of “‘sub- 
sistence homesteads”—the scheme to 
develop semi-farming communities near 
factories where employees can support 
themselves by farming when not en- 
gaged in industry. Some of this money 
may be repaid. Most of it represents a 
gift. The policy of the Government is 
to get value received for the money it 
spends, but it is willing to spend liberal- 
ly where the return can be had in the 
way of employment and social benefit. 

Ultimate distribution of these great 
expenditures among the states depends 
very largely upon the interest, enter- 
prise and activity of the authorities in 
the states themselves. The Federal proj- 
ects which constitute the larger portion 
of the allotments so far made are fairly 
well distributed all over the country but 
this is more accident than design, al- 
though the principle of equal distribu- 
tion has been followed so far as prac- 
ticable. 

The largest allotment, that for roads, 
is distributed largely according to popu- 
lation. The next largest, that for naval — 
construction, naturally goes mostly to , 


the shipyards of the eastern states. _ 
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RESOURCES — $185,000,000 


The 


NATIONAL BANK 


OF DETROIT 


TRUSTS AND MORTGAGE LOANS 
PROTECTION BY FIRE + WINDSTORM + EXPLOSION INSURANCE 


Ropal Exchange Assurance 


U. S. BRANCH 


Assets at June 30, 1933 
Policyholders’ Surplus 


$4,796,353.74 
1,357,973.57 


Investments include 39% Government Bonds, 11% State and Municipal Bonds, 
27% other Bonds and 23% Stocks. Assets and Surplus quoted are only those spe- 
cifically allocated to U. S. Branch, one of a score of branches of this Company, 
which enjoys a world wide spread of business. Royal Exchange Assurance has been 
transacting insurance continuously for two hundred and thirteen years. Its United 
States Directors are— 


John Henry Hammond, S. Sloan Colt and George Whitney 


Glamorous Inflatia 


(CONTINUED FROM PAGE 23) 


not unusual to hear the remark, “Of 
course if we have inflation it will be 
a controlled inflation; it won’t be like 
those experiences of which you read.” 
There is a widespread and naive suppo- 
sition that we alone have the wisdom 
to inflate intelligently and successfully. 
This is a supposition, of course, which 
entirely overlooks the fact that infla- 
tion is not a rational act, but a response 
to an unwholesome pathological con- 
dition in the state. 


The French inflation of the assignats 
between 1790 and 1796 was undoubted- 
ly one of the worst in history, yet it 
was entered upon deliberately and un- 
der conditions and safeguards which 
promised, in the view of its authors, 
to insure it against all of the dangers 
usually associated with experiments in 
monetary tinkering. Moreover, France 
probably was more acutely aware, at 
that time, than we as a nation are today 
of inflation’s horrors, because only two 


generations earlier the country had been 
reduced to a shambles as a result of 
John Law’s famous Mississippi Bubble. 
The French Assembly was thoroughly 
aware of the dangers of inflation, but it 
believed that it had anticipated such 
dangers and provided against them in 
the ingenious safeguards which it had 
thrown around the new paper currency, 
the assignat. The 400,000,000 francs of 
this paper to be issued were to be “se- 
cured” by the church lands that had 
just been seized by the state. Hence, 
jt was explained, they were not really 
fiat money; their issuance was “lim- 
ited” to the original amount, and it 
was decreed that any assignats that 
came in to the treasury should be burn- 
ed. ‘In addition to all these safeguards, 
the notes were to bear interest at the 
rate of 3 per cent, which fact, their 
sponsors believed, would insure their 
early retirement. Discussing the issue, 
one ardent supporter proclaimed: “The 
earth is the source of value. You can- 
not distribute the earth, but this paper 
represents it. It is obvious that credi- 
tors will not be injured by taking it.” 
And in commending its interest bear- 
ing feature, another enthusiast predict- 
ed that the notes would soon be con- 
sidered better than coin, and would 
bring the latter out of hoarding. 


AFTER THE FIRST ISSUE— 


FOR a time after the issuance of the 
first 400,000,000 francs business showed 
some improvement, and the forebod- 
ings of Necker and other conservatives 
seemed to have been mistaken. But it 
was not long before the treasury had 
spent the first issue, and things then 
began to take a less happy turn. The 
old remedy again naturally suggested 
itself; and after a bitter fight, in which 
Necker was forced into retirement, the 
inflationist forces carried the day. The 
first step had been taken down the slip- 
pery slope. The movement now began 
to gain speed at an accelerating rate. 
The second issue amounted to 800,000,- 
000 francs, and it was accompanied by 
the solemn pronouncement that “un- 
der no circumstances should the entire 
amount outstanding total more than 
1,200 millions.” This was in September, 
1790. But by June, 1791, authoriza- 
tion had been obtained for the issuance 
of another 600,000,000 francs, and 
from then on the trickle gradually grew 
to the proportions of a flood. By 1796 
the 400 million francs had become 45 
billions. 

Frantic efforts were made by the gov- 
ernment to keep the assignats’ value at 
parity. Imprisonment in irons was, de- 


| 


AMERICAN BANKERS ASSOCIATION JOURNAL, October 1933 


NEW, HIGH-SPEED SCHEDULES 
for AIR EXPRESS 


DING IN THE NEW YORK HERALD TRIBUNE 


creed for those who hoarded specie, for 
those who sold specie for more than the 
face value of the currency and for those 
who were found to have spoken or 
written in such a way as to reflect on the 
integrity of the new currency. 

The workers and people with fixed 
incomes were, as always, the chief suf- 
ferers. Before the end of 1795, accord- 
ing to Blanc, the paper money was al- 
most exclusively in the hands of the 
working classes, employees, and men 
of small means, whose property was 
not large enough to invest in stores of 
goods or national lands. Financiers, 
though they suffered heavily, put much 
of their property into objects of per- 
manent value. The working class had 
no such skill, foresight or means. On 
them, finally, came the great crushing 
weight of the loss. 

The dénouement came on July 16, 
1796, when it was decreed that all pa- 
per assignats, as well as the mandats— 
a form of currency issued in 1795 in a 
vain effort to restore confidence in pa- 
per money—should be_taken at their 
real value and that exchanges might 
be made in any currency. “The reign 
of paper money was over,” says White, 
“and the mandats and assignats were 
thrown in the junk heap. The country 
was plunged afresh into debauchery 
and distress from one end to the other.” 
But this stage was brief. “Coin,” says 
Thibaudeau, “came in as if by magic. 
The nation rapidly recovered, and with- 
in a year business entered a new current 
of prosperity.” 

One person at least took the lesson 
of the assignats to heart. That was Na- 
poleon Bonaparte. When he took over 
the consulship conditions were appal- 


The transfer of commercial paper between 85 
leading cities is now a matter of hours instead 
of days. Now, fast planes leaving New York 
as late as 4:30 P.M. (E.S.T.) reach points 
as distant as Salt Lake City without loss of 
business hours. Intermediate points which en- 
joy this over-night service include Cleveland, 
Toledo, Chicago, Detroit, Minneapolis, St. 
Paul, Kansas City, Omaha and Denver. Only 
one-half of one business day is lost in trans- 
porting paper from New York to Los An- 
geles, San Francisco, Portland, Tacoma or 


Seattle. 


These high-speed runs are typical of the new 
schedules available throughout the nation- 
wide network of Air Express service. In ad- 
dition to direct-by-air connections, fast air- 
rail service reaches 23,000 other Railway Ex- 
press Agency points. Pick-up and delivery 
service in leading towns adds to the safety of 
air express, which is further insured by the 
system of hand-to-hand signatures covering 
all shipments of commercial paper. Your 
nearest Railway Express Agent has full de- 
tails on the low rates and the new high-speed 
schedules. 


EKPRESS 
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INCORPORATED 


Distributed by 
Administrative and Research 
Corporation 
Through a National Group of 
Investment Houses and Banks 


For a prospectus with full information, write to Administra- 


tive and Research Corporation, 15 Exchange Place, Jersey 


City, N. J., or to authorized dealers in principal cities. 


ling. The government was bankrupt, 
the army was unpaid and further tax 
collections seemed impossible. At the 
first cabinet council Bonaparte was 
asked what he was going to do. He re- 
plied: “I will pay cash or nothing. 
While I live I will never resort to paper 
money. “He never did,” says the Ameri- 
can historian of French inflation, “and 
France, under his determination, com- 
manded all the gold she needed.” He 
was later to write to his prefects: “The 
Emperor considers paper money the 
greatest curse of nations—as fatal to 
their moral, as the plague is to their 
physical, well being.” 
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Convention 


Banks—Bankers—Brokers 


Sixteen years of con- 
scientious study and 
practical experience in 
caring for the many in- 
surance problems of 
financial institutions 
have equipped us to offer 
insurance brokerage ser- 
vices of value, and pro- 
tection based on your 
individual requirements 


REAM, WRIGHTSON 
& Co. INC. 


67 Wall Street New York City 


ARE YOU GOING TO 
WASHINGTON 
To Start the 
Wheels of Your 
Industry? 
Whether it be in connection with 
conferences on industrial codes 
or the administration of the 
$3,300,000,000 Public Works Pro- 


gram, The Willard is your logical 
headquarters—adjacent to 


Internal Revenue Bidg. 
Income Tax Unit 


of Postmaster General 


ley 
White House Offices 
Railroad Administration 


WILLARD HOTEL 


“The Residence of Presidents” 
14th and Pennsylvania Ave. 


Washington, D. C. 


H. P. SOMERVILLE, Managing Dir. 


EETING at a time when public 


relations are receiving more com- 
prehensive study than ever before by 
bankers, over 500 delegates to the an- 
nual convention of the Financial Ad- 
vertisers Association concentrated on 
practical measures for proving to the 
public that banking is on a firm basis. 
Among the many speakers were Allan 
M. Pope, president, First of Boston 
Corporation; John Puelicher, president, 
Marshall and Ilsley Bank, Milwaukee; 
James L. Walsh, vice-president, Na- 
tional Bank of Detroit; Bayard Pope, 
chairman, advisory committee, Marine 
Midland Trust Company, New York; 
Henry Bruére, president, Bowery Sav- 


ings Bank, New York; Guy Emerson, | 


vice-president, Bankers Trust Com- 
pany, New York, and T. R. Preston, 
president, Hamilton National Bank, 
Chattanooga, Tenn. 

H. A. Lyon, Bankers Trust Com- 
pany, New York, presided over the con- 
vention, which was recognized as the 
most practical and constructive meeting 
in the 18-year record of the F.A.A. 

Alva G. Maxwell, vice-president of 
the Citizens and Southern Bank, At- 
lanta, Georgia, was elected to succeed 
Mr. Lyons as head of the association 
for the next year. Three vice-presidents 
were also elected—I. I. Sperling, assis- 
tant vice-president, Cleveland Trust 
Company, Cleveland; J. Mills Easton, 
advertising manager, Northern Trust 
Company, Chicago, and Robert W. 
Sparks, assistant treasurer, Bowery 
Savings Bank, New York. 


Mr. Maxwell 


REPRESENTATIVES OF 
THIRTY RAILROADS 
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And the newspapers reported: 
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three- 
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YOUR BOARD 


and the new developments 


This is a time when well-informed. direc- 
tors are pillars of strength. 

The Journal has a group subscription 
plan, by means of which your bank can 
Supply this each month, to 
or selected members of your board. 
cost is negligible. More than a Tnouiund 
banks are making profitable use of it. Can 
we furnish more details? 
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On what 


Does life have @ 


NE of the newest and most. timely 
applications of life insurance for 
business purposes perhaps is that 

of John R. Burton, president of the Na- 

tional Bank of Far Rockaway on Long 

Island. He is making loans to merchants 

and others who cannot furnish financial 

statements due to the effects of the depres- 
sion. He requires two endorsers, and it is 
reported that in addition the life of the 
borrower in each case is insured. This is 
in line with liberalized credit policies un- 
der present conditions, which would seem 
to require some additional protection for 
the banker as a safeguard against the 
death of the principal before a loan is 
paid—especially when the life of many 

. small business in need of funds so often 

depends upon the active direction of its 

owner. 

The benefits of life insurance as a whole 
have been amply demonstrated since 1929, 
and with them the benefits of business life 
insurance, which accomplishes the three- 
fold purpose of indemnifying a firm 
against the shock of death of the princi- 
pals, and of serving as a credit support and 
a source of emergency, cash, and of 
providing funds for purchase of the 
interest of a deceased principal. When 
President John R. Hardin of the 
Mutual Benefit Life Insurance Company 
some time ago studied the effect of the de- 
pression on the life insurance business, he 
reported payments or benefits to living 
policyholders for 1930-31-32 as aggregat- 
ing $4,244,343,000, and cash payments on 
death claims to estates and beneficiaries as 
aggregating $1,924,666,000 for the same 
period—a combined total of $6,169,009,- 
000 in actual cash paid out. This was based 
on information “from 48 companies hold- 


Business Life 
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On the financial statement forms approved by the Bank 


Management Commission of the American Bankers As- 
sociation space is provided for borrowers to list life in- 


Insurance 


W ill 


Grow 


ing 86.4 per cent of admitted assets of all 
United States legal reserve companies”. 
The cash payments to living policyholders 
were divided as follows: policy loans, $2,- 
048,678,000; matured endowments, $230,- 
948,000; surrender values, $1,414,252,- 
000; dividends, $212,583,000; and other 
payments, $337,882,000. 


MILLIONS 


TO differentiate between personal and 
business life insurance benefits in these 
figures is of course impossible. But, take 
whatever arbitrary and conservative per- 
centage you may wish for the business in- 
surance factor, the actual dollars-and- 
cents relief to business firms still reaches 
a sizeable figure for the three-year period. 
It would take only a small percentage of 
the $2,048,678,000 paid out as policy loans 
to show a credit support of several hun- 
dred millions of dollars that helped many 
struggling concerns. The same small per- 
centage of $1,414,252,000 paid out in sur- 
render values meant more millions in 
emergency relief. Take also the payments 
of $1,924,666,000 on death claims and of 
$230,948,000 in matured endowments, and 
you have another total of $2,155,614,000. 
Even a small percentage here would show 
benefits running into nine figures—cash 
payments that safeguarded still other busi- 
nesses in withstanding the shock of death 
of principals, paying creditors, reorganiz- 
ing and remaining in business, buying 
control, and in some instances in liquidat- 
ing bonded indebtedness. 

These demands were unusual, of course, 
and, as bankers know, restrictions became 
necessary last March. But the importance 
of business insurance was emphasized even 
in that situation when modifications were 


surance carried on the heads of the business 


Its Importance 
With Recovery? 


later made. An example of this was New 
York Superintendent of Insurance George 
S. Van Schaick’s statement of March 18 
applying to the companies operating in 
that state, in which he said that “where a 
firm, corporation or other person can sat- 
isfy a life insurance company that a loan 
or cash value is necessary for the con- 
tinuance of payroll, such loan or cash 
value may be allowed up to the amount 
necessary not to exceed the value pro- 
vided for in the policy”. This relaxation 
of the rules, according to Mr. Van 
Schaick, was to meet “a situation which 
had arisen in many parts of the country”. 
And it was C. A. Rude, vice-president 
of the Security First National Bank of 
Los Angeles, who told one of the bank 
management conferences of the American 
Bankers Association that “when you are 
counting on a certain management to carry 
out a given policy, particularly when a 
business is in bad shape, life insurance on 
the principals should be required. The 
value of business insurance has been so 
thoroughly demonstrated in recent years 
that it should be one of the first thoughts 
in a workout loan. This form of protec- 
tion has saved many businesses from ruin 
and has paid off many bank loans.” 
Bankers of course are not in the insur- 
ance business, but they are interested in 
protecting loan values and in making good 
customers out of all commercial borrowers. 
Moreover, the greater the risk, the greater 
the need for investigation. An insurance 
company recently sent a questionnaire to 
members of a national credit organization, — 
and of the 66 bank credit men who re- 
plied, 60 of them reported that life insur- 
ance is used to some extent in connection — 
with loans (ConTINUED ON PAGE 
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homes and apartment buildings—one 

man who is an authority on such things 
reminded the Journat that banks and in- 
surance companies are not expected, of 
course, to liquidate them at a sacrifice, but 
they are expected to use “horse sense.” He 
was thinking of renovation problems at the 
time and it was just another way of saying, 
“Modernize when you can see that it will 
pay. Otherwise, don’t.” 

Banks and insurance companies are by 
far the largest scale modernizers at the 
present time. It is a forced situation. They 
find themselves in possession of thousands 
of properties and they want to and must 
dispose of them just as quickly as possible. 
Most of these homes and apartment build- 
ings are in run-down condition when they 
are taken over and something must be 
done to improve them and to increase the 
re-sale or renting values. Modernization is 
usually the answer, and the JourNaL has 
cited numerous instances in recent months 
where this has been done and numerous 
instances of the profitable results. Banks 
and insurance companies are likewise in a 
position to do more for the permanent im- 
provement of properties if the expense 
seems to be justified, than a great many 
individual owners who are being called up- 
on to participate in the modernization cam- 
paigns now sweeping the country. And in 
many cases they are doing just this. 

Since these institutions are temporary 
and not permanent holders or operators, 
however, different situations often develop 
and some repossessed properties from their 
viewpoints do not or should not justify the 
expense of rehabilitation. The JourNaL 
has interviewed a number of bankers and 
insurance company executives in an effort 
to determine just what these problems are, 


of repossessed properties— 
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LIGHTS 
Modernization of homes and 


apartments means attention also to 


the wiring and lighting of interiors 


It Pays 


to Renovate 


and then how and to what extent moderni- 
zation can profitably be undertaken when 
it is deemed advisable. Bankers are being 
“bombarded” on all sides with moderniza- 
tion suggestions, and wasteful effort should 


be avoided. 


PROBLEMS 


WHAT angle are we working from, and 
is selling more important than income? 
That is the first problem to be decided by 
a temporary holder, according to a man 
high in insurance circles and an authority 
on real estate. If a property is for eventual 
sale, will alterations by the bank or in- 
surance company eliminate the “middle- 
men” as possible buyers—those small firms 
that buy to work over and not for invest- 
ment? This, too, must be considered. And 
if it is for eventual sale, as a word of cau- 
tion, “never tie up any part of it on long 
term, low rent leases, as these do not tempt 
buyers.” 

Location and obsolescence are other im- 
pertant factors. Land and a building must 
run together just as a horse and a cart. 
Some properties are misfits—a good build- 
ing in a poor location or neighborhood, or 
a poorly constructed or dilapidated struc- 
ture in a good neighborhood. Poor real 
estate judgment has oftentimes injured the 
ground with a five-story apartment build- 
ing where a 15-story structure would have 
been more profitable; and on the other 


hand a $1,000,000 building poorly situated 
may be rendered almost worthless from 
the time of completion. Overbuilt condi- 
tions in some cities and towns have likewise 
affected capital yields, and many proper- 
ties adjoining business districts or other 
important locations may not be worth as 
much now as before. 

Here again it is a question of judgment 
as to alterations by a temporary holder, 
and decision can depend only upon a 
thorough knowledge of local conditions, a 
survey of the immediate neighborhood, and 
a comparison of the repossessed property 
with others in that neighborhood. In ex- 
treme cases of run-down or other unfavor- 
able conditions, it sometimes costs more to 
modernize or re-build than to tear down, 
and quick destruction may be better to 
save the carrying charges. Some buildings 
are “too good to tear down and not good 
enough to earn”. But these are exceptions, 
of course. 

Approaching it from still another angle 
and with special reference to apartment 
buildings, “should we take 10-room apart- 
ments and cut them into 4-room or even 
smaller units?” There is an over-supply of 
large suites generally—not due to over- 
construction alone but also to lower stand- 
ards of living during the depression—and 
a great deal of this cutting-into-smaller- 
units is being done. But one authority 
questioned the advisability—at least until 
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certain things are decided—and he ad- 
vanced these questions: “If we do, will 


they be rented, or will there then be an ~ 


over-supply of the smaller units locally? 
Also, by the time they are completed, will 
people be wanting to expand again?” A 
third factor is the “atmosphere” wanted 
by families, and as an example of this he 
pointed to the East 57th Street section 
adjoining upper Fifth Avenue’s shopping 
district in New York City—a section 
duplicated on smaller scales in the higher- 
priced neighborhoods of many cities and 
towns throughout the country. It was solid- 
ly built up with large family suites, but 
these have gradually given yay to small 
suites until now the large ones are obsolete. 

The large number of repossessions has 
made financial institutions “property man- 
agement-wise” and, in addition to working 
with architects and engineers, many of 
them are utilizing the services of real estate 
managing agents. Some of the latter, with 
well equipped repair and maintenance de- 
partments, are handling the actual renova- 
tion work in accordance with plans and 
specifications approved by the bank or in- 
surance company; and all of them are ac- 
tive on re-sales or renting. “It’s just like 
going to a hospital for treatment,” one of 


ASSOCIATION JOURNAL, October 1933 


ICE MAN 


Ice is now delivered by wire. Automatic refrigera- 
tion is becoming an essential item in residence 


EWING GALLOWAY 


them said. “The ward vs. a private room 
with day and night nurses. You take the 
private room and it costs more, but—”. 
This man, a director of a large firm of 
real estate agents, was interviewed at an 
apartment building in a high rent section 
—a property in receivership—which he was 
both renovating and renting and which, 
under his direction, had scored more than 
$200,000 in new rentals alone during June 
and July. Somewhat of an individualist, 
he would perhaps urge more spending for 
improvements than most bankers would 
agree to, but his views are worthwhile and 
interesting. 


IF THE JOB IS DONE RIGHTLY- 


HE sees this situation as one of the worst, 
but he believes that the great opportunity 
for effective real estate handling is now 
if the job is done rightly. He criticised the 
building construction of the °20’s for 
cheapness of materials used and ugliness 
in appearance both inside and out—“not 
so noticeable then because everybody was 
doing it”. He criticised bankers—some of 
them—for what he termed the “speculative 
use too frequently made of building prop- 


erties” and the decision too often now. 


just to “give it a new coat of paint”. And 


equipment 


he urged in the renovation that appeals be 
made to generations and that the long 
life of buildings be considered. A house 
properly rebuilt can be made much bet- 
ter than many a new one because there 
is something to work with and there is 
time to do a good job. And style creation, 
he said, should now be a part of any mod- 
ernization program, because it provides 
both home dividends and adequate and 
more permanent dollars-and-cents returns 
on the capital investment. 


HOW AND TO WHAT EXTENT? 


FOR the rank and file of repossessions, 
however, when these preblems are settled 
and when it is deemed advisable to mod- 
ernize, how and to what extent should 
renovations be made? These suggestions 
too are given as reported to the JouRNAL. 

Money can always be spent foolishly, 
and every program for economy must be 
suited to the property. With a large num- 
ber of repossessions the usual procedure 
is to start with a budget of the homes, va- 
cate only a small percentage at a time, and 
make “show places” of these. Five renova- 
tions at a time out of 100 repossessions was 
recommended by one institution, while 24 
out of 90 were being renovated in another 
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case because of more widely scattered loca- 
tions. With income properties, one apart- 
ment as a model for each size and location 
of the vacant apartments in a building is 
renovated first for showings. 

It is a matter of opinion how to dress 
them up, but the things not seen or noticed 
daily have usually been permitted to run 
down and these must be anticipated as fac- 
tors in the renovation. A 
thorough cleaning, yes—first 
and in all cases. Then, for the 
actual repair work, it is a job 
of renovating to sell the ap- 
proach and to sell at least one 
or two special features. Selling 
the approach means moderniz- 
ing the exterior and the roof, 
as discussed last month in the 
JourNaL, and paying atten- 
tion to grass and shrubbery, 
sidewalks and curbs; and if it 
is an apartment building, 
using imagination as well in 
the entries and hallways to 
make them homelike. It may 
be necessary to install new 
and modern elevator cabs and 
control for the old fashioned 
ornamental grille, cable brake, 
elevators. In one building the 
first thing done by an insur- 
ance company was to close two 
of the five cars and then re- 
build the entire elevator sys- 
tem. A managing agent urged 
both insurance and private in- 
spection of the elevators as the 
first step. 

Special features on the in- 
terior are usually the kitchen 
and the bathrooms, 
and here is where the 
money is spent and 
where buyers or ten- 
ants are most critical. 

Kitchens are being 
modernized for efficiency. Old tubs and 
sinks, old ice boxes, old ranges, old flooring 
—these are giving way to the new. “You 
must now give refrigeration to anything”, 
one man told the JourNaL in reporting 
from his experience that. on one property 
alone refrigeration installations meant the 
difference between a high percentage of 
vacancies and an actual waiting list, sur- 
prising as this may seem in these times. 
But he gave the instructions for refrigera- 
tion and he knows. Even where there is 
old refrigeration equipment, another cau- 
tioned that “it is cheaper to put in new. 
Like a second-hand car, both the power 
and the repairs are expensive on obsolete 
or cheap appliances.” Breakfast nooks are 
being added, and china cabinets or closets, 
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HEATING 
The heating plant, according to 
one authority on property reno- 
vation, “will eat up all the profits 
if you are not careful” 


AMERICAN BANKERS ASSOCIATION JOURNAL, October 


in some unused part of the kitchen. Lino- 
leum flooring and in many instances tile 
or linoleum or other composition walls in 
some new effect are being installed. 

For the bathrooms, “if a building is 
old, new tubs and tiling will do the trick; 
but avoid hurry-up work, too porous tiling, 
etc.” However, if this is a selling feature 
as it usually is, more thorough renovation 

may be necessary. When 
large apartments having sev- 
eral bedrooms and only one 

’ old fashioned bath are being 
revised in layouts, it is usually 
wise to modernize by add- 
ing more bathrooms. It may 
also be necessary to install a 
complete new hot and cold 
water system with brass 
piping throughout. In some 
cases hot water lines must 
have brass to meet loan re- 
quirements. 

That the heating plant “will 
eat up all the profits if you 
are not careful” was the com- 
ment of a man who is in 
charge of a large number of 
repossessions. It may be cheap- 
er to use small sized grates 
and burn buckwheat coal, or 
to change from coal to oil 
heating equipment. Opinions 
differ; but cutting costs, elim- 
inating overhead and giving 
better service should be the 
aims of whatever system is in- 
stalled. Perhaps, as in some 
instances, a new boiler, or 
asbestos covering on the heat- 
ing pipes, will reduce fuel 

waste. And again, re- 
placing or relocating 
radiators will correct 
the heating of a cold 
room. 

The work of the 
carpenter and painter, plasterer and elec- 
trician transforms the appearance of many 
an interior at a reasonable cost. Aside from 
the cutting of large apartments into small- 
er ones, slight changes in the floor plan 
of an apartment or home may give a better 
arrangement—combining two rooms into 
one, cutting one large room into two small- 
er rooms, adding a closet or an extra bath- 
room, remodeling the attic of a home to 
make another bedroom, etc. An extra 
touch may be a built-in bookcase or win- 
dow seat, a fireplace, or Venetian blinds 
instead of window shades, new hardware 
throughout, or repairs on the old. And 
modernization means attention, too, to the 
wiring and lighting fixtures, relocations 
and substitution of wall brackets for old 


1933 


fashioned chandeliers, wall switches for 
pull cords, and extra outlets. 

The decoration of these properties is 
usually standard with special touches. For 
houses, renovations generally provide a 
variety either plain or fancy, but with the 
same taste displayed throughout one home. 
For apartments, however, the decoration is 
in neutral and not fancy colors and has 
one coat only, to permit redecoration in 
line with a tenant’s preference. Flooring, 
refinished or new, is another factor. 

Not the least item for attention in 
modernization work is the cellar. It is 
lightened up if dark, and damp-proofed 
to prevent leaks. A new coal bin is con- 
structed, and perhaps a laundry chute and 
a fuel lift if it is in an apartment building. 
It may be partitioned and sometimes even 
a recreation room, a work bench and cabi- 
net for tools, etc., may be added. 

“But the finishing touches count, don’t 
forget that. An extra five dollars may well 
be spent on them.” When you decide to 
modernize, it then becomes a selling job. 


Business Life 
Insurance 
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and 40 of these ascertain the amount and 
the nature of all life insurance carried by 
the applicants. Most financial statements 
used by commercial borrowers, in the recom- 
mended forms, provide space for this in- 
formation. Life insurance may be listed as 
a slow asset in most cases, but it assumes 
importance in credit granting to merchants 
and one-man businesses and in other special 
instances. To know when it is necessary 
it is important to review some of the 
uses. 

“Shock, stock and credit” insurance 
defines it as to general purposes. Any in- 
surance man will remind you that brains 
and capital are the chief assets of a busi- 
ness and that if it lacks capital, the brains 
must be insured just as fire insurance safe- 
guards against property losses and com- 
pensation insurance protects the labor fac- 
tor. Among proprietorships business insur- 
ance finds its greatest application. Those 
merchants and small manufacturers up 
and down Main Street and just around the 
corner from banks in every city or town— 
most of them depend for their existence 
upon the energy and capacity of the owner, 
and few have sufficient capital to with- 
stand the shock of his death and the emer- 
gencies and depreciated values that usu- 
ally result. Small partnerships come next, 
and small corporations that are in fact 
incorporated partnerships. Here\-two ot 
three principals have built substantial 
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businesses through their combined efforts 
with little capital, or through the opera- 
tional efforts of one or more and the capi- 
tal of the others. Insurance on the lives of 
these men protects their interests and the 
business in the event of death of any partner, 
it permits reorganizations, and it can by 
agreement assure .control or complete 
ownership for the active and surviving 
partners. With larger and more widely 
owned corporations, it can accomplish the 
same things upon a wider scale in ac- 
cordance with special or trust agreements 
and it is perhaps most widely used to 
sustain a business against the loss by death 
of key executives, as a sinking fund, to 
pay off bonded indebtedness, and for other 
special purposes. There is a big difference 
between the kind of a business that a man 
and the head of a family can be engaged 
in, and the kind of a business that a widow 
and her family can be engaged in; and 
business life insurance usually represents 
that difference. 


HUMAN ASSETS 


A LIST of the life insurance policyholders 
whose policies aggregate more than $1,- 
000,000 in each case is published each year. 
On the list most recently issued there were 
225 names, and beside each name the total 
amount of insurance carried was recorded. 
In 21 instances business insurance ac- 
counted for the entire amounts; and in 
77 other instances the amounts given in- 
cluded business insurance. The high per- 


.centage in this group alone shows how- 


American industrial and banking corpora- 
tions—bankers were on the list, too—are 
safeguarded against the loss of their key 
executives. But there is another angle to 
this. The lapse ratio in partnership and cor- 
poration insurance has surprised even 
some insurance men in this depression, due 
to reorganizations that have displaced men 
who were formerly key executives and re- 
placed them with others whe are now more 
vital to the business. This would seem to 
point toward new insurance to meet the 
reorganization requirements of those con- 
cerns. The position and duties of these 
men determine their insurance value. They 
may be owners or large stockholders, man- 
aging executives charged with the direc- 
tion of the business itself, or department 
heads with technical or other specialized 
knowledge. The ease with which their 
places could be filled and the capacity of 
subordinates to succeed them immediately 
are other factors. Then too, the problems 
that the business itself faces, the indus- 
try as a whole and the company’s com- 
petitive position in that industry, and the 
relationship with bankers are all to be 


considered. 


Objectives, too, may change as other 
conditions change. Insurance policies may 
be taken originally to meet the hazards of 
new undertakings or to safeguard other 
special developments, and later they may 
be utilized for other purposes as these 
hazards are removed. Reference has al- 
ready been made to the depression uses 
of business life insurance in safeguarding 
earnings, and also in maintaining the 
credit position. There are few firms that 
do not have “some problem or hazard in 
connection with human asset losses”. 

Clean-up policies and policies to cover 
mortgages have also saved many estates 
from depreciated values and many bank- 
ers from the necessity of collecting the 


Flames 


HERE it pays to renovate repos- 

sessed properties, it pays also to 
reduce fire risks. It is fundamental in any 
building modernization program to local- 
ize fire hazards by making such alterations 
as may be necessary for the purpose, and 
bankers or architects have only to call upon 
the proper agencies for property inspec- 
tions and recommendations pointing to the 
things that need to be done. These agencies 
are the stock and mutual fire insurance 
companies themselves, the National Board 
of Fire Underwriters, or the local inspec- 
tion and rating bureaus maintained 
throughout the country. 

In its code of suggestions the National 
Board of Fire Underwriters has listed these 
structural features which every dwelling 
should possess: (a) proper protection of 
stairways and other vertical openings, (b) 
introduction of a secondary means of exit 
from upper stories, and (c) providing a 
fire-resistive horizontal cut-off between the 
cellar or basement and the story above. 

Acceptance is judged largely of course 
by the fire spreading possibilities, and this 
is important. Stairways should be isolated, 
and in apartment buildings especially the 
other vertical openings such as elevator 
shafts, laundry chutes, dumbwaiters, etc. 
Installation of fire walls or doors, fireproof 
partitions, shutters and even wire glass in 
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unpaid principal from a widow's estate 
following the death of the mortgageor. 
Going hand in hand with all of these 
factors is the business life insurance trust 
which has developed so rapidly during the 
past few years and on which trust men 
and life insurance underwriters are co- 
operating to assure its continued growth. 
But the bankers should view it, according 
to Franklin W. Ganse in his book on the 
subject, “not only from the trust angle, 
but also in the numerous cases where busi- 
ness life insurance is made payable direct 
to the firm or corporation, to its creditors, 
or even to the family of the deceased mem- 
ber. Such protection should supplement 
but not displace personal life insurance.” 


some instances will check the longitudinal 
spread of fire. Wood lath and plaster are 
found in most old buildings, and if the 
plaster is worn away it is often ripped off 
and wire lath used. This is said to be 
better for the plaster and better as fire 
protection. And from the fire hazard alone, 
any very apparent damage to a building— 
such as roof leaks, faulty floors, or defec- 
tive chimneys, flues or fireplaces—should 
of course be repaired. 

Heating and lighting and refrigeration 
equipment, gas or electric, can be other fire 
hazards if they are not properly installed. 
All electric wiring should be thoroughly 
examined, and in this the inspectors fur- 
nished by fire insurance companies will co- 
operate if requested. As one man cautioned, 
janitors do not know about these things, 
and those who do .know should inspect. 

It is important in any building—home or 
apartment structure—and as the first step 
in renovation, that the cellar and attic are 
thoroughly cleaned and that they are not 
used merely for rubbish or storage. It too 
often happens that “out of sight is out of 
mind,” and fire hazards may be seldom 
seen. Moreover, if repossessed properties 
are standing vacant, there should be some 
system of daily supervision or watchman 
service as protection against tramps, va- 
grants or vandals. 


‘ 
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brings its experience and ingenuity 


to the aid of American Business 


The new National Cash Registers, 
Accounting Machines and Systems are 
ready! Ready to help put profits back into 
American Business. @ They are the result 
of 50 years’ constant contact with every 
type of business... . plus a new viewpoint 
provided by close study of the unusual 
problems of today. ©® Conditions have 
changed. Methods of doing business have 
changed. All operations of business are 
being watched, studied and controlled 
more closely. National has had to devise 
new standards of advanced engineering 
and manufacturing to meet... 
and satisfy . . . the new needs 
of business. The result is a new 
line of cash registers, account- 
ing machines and systems. @ For 
every type of business, large or 
small, there is a National ma- 
chine or system that provides 
the information today’s business man must 


have to make a profit. ¢ Every alert busi- 

The new 1933 National Cash Registers are strikingly new 
: : in design and finish—new colors; new, smart, simple lines; 
the new National machines and systems new finishes featuring the new panel cabinet in rich black 


can do for him. You are invited to see trimmed with gleaming chromium. 
them at your first opportunity. The National 
Cash Register Company, Dayton, Ohio. 


National # 


CASH REGISTERS AND ACCOUNTING MACHINES 


ness man owes it to himself to see what 
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SUFFERING WORLD: “I WANT RELIEF, NOT MORE DOPE.” 


EIDERMAN IN THE WASHINGTON POST 


CONVENTION 


CALENDAR (1933) 


26-27 11th Regional Trust Confer- 


15-16 


A. B. A. MEETING 


State Associations 


ence of the Pacific Coast and 
Rocky Mountain States, San 
Francisco. 


Nebraska Bankers Associa- 
tion. 


1934 Conventions 


8-9 Oklahoma Bankers Associa- 


15-16 


18-20 


tion, Tulsa. 


Missouri Bankers Associa- 
tion. 


Iowa Bankers Association. 


Other Financial 


Morris Plan Bankers Asso- 
ciation, Louisville, Kentucky. 


Mortgage Bankers Associa- 
tion, St. Louis, Mo. 


New York Savings Banks 
Association, New York, N. Y. 


Investment Bankers Associa- 
tion of America, Hot Springs, 
Va. 


National Conference of Bank 
Auditors & Comptrollers, 
Chicago. 


ORR IN THE CHICAGO TRIBUNE 


INDEX TO ADVERTISERS 
OCTOBER, 1933 


A 


Administrative & Research Corp. 
American Express Company 
American Mutual Alliance 
American Telephone & Telegraph Co 
Associated Gas & Electric System 


B 
Bank of America in California 


Buick, General Motors Corporation 
Burroughs Adding Machine Company.. 


© 
Central Hanover Bank and Trust Co. 


Chase National Bank 
Commercial Union Group 


D 


Diebold Safe & Lock Company 


E 
Edison, Thomas A., 


F 


Fidelity & Guaranty Fire Corp 
First National Bank, Chicago 
First Wisconsin National Bank 


G 


General Motors Corporation............ 7, 
Girard Trust Company 


General Motors Acceptance Corporation - 
11,1 


Investors Syndicate 


ay Hancock Mutual Life Insurance 


L 


Lawrence Warehouse Company 
London Assurance 


Marine Midland 

Maryland Casualty Company.. 
Michael Tauber & Company 
Moody’s Investors Service 


N 


National Bank of Detroit 

Neenah Paper Company... 

North British & Mercantile Insurance 
Compan 

Northern 


Philadelphia National Bank 

Pontiac, General Motors Corporation... 
Portland Cement Association 

Powers Accounting Machines 


Recordak C 
Remin 
Royal 


Ss 
Scarborough & Company....... 


Security-First National Bank............... 
Speakers Lib: 


Westinghouse Electric Elevator ae: 
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The A. I. B. Commencement 


NIQUE in educational circles 
Ua exemplifying in a new and 

striking way the scope, impor- 
tance and look-ahead viewpoint of the 
American Institute of Banking, world’s 
largest business school, was its com- 
mencement program of the evening of 
September 16. 

Participating in the affair were no less 
than 229 Chapters in cities as remote 
geographically as Portland, Maine, and 
Portland, Oregon, Houston, Texas, and 
Duluth, Minnesota, but linked into one 
harmonious whole by a common inter- 
est in banking and a common ambition 
to utilize its broad opportunities for 
personal advancement through im- 
proved service to the public. 

More than 2,000 bank workers were 
awarded one of three grades of gradu- 
ation certificates—Pre-Standard, Stand- 
ard or Special Graduate. 

Setting this event apart from all pre- 
vious occasions of the kind and marking 
a long forward step in educational 
methods was the countrywide utiliza- 
tion of the facilities of the National 
Broadcasting Company to bring within 
the hearing of every graduate, his em- 
ployers, associates and relatives the 
commencement address of Hon. New- 
ton D. Baker, Secretary of War under 
President Wilson, and as eminent in na- 
tional affairs as in the law. 

Speaking from Cleveland, after an 
introduction by Dr. Harold Stonier, Na- 
tional Educational Director of the In- 
stitute, Mr. Baker paid fitting tribute 
to the aims and accomplishments of 
banking’s educational body and stressed 
its value in preparing the banking 
leaders of the future -with the basic 
foundation matérial upon which the 
vaster banking machinery yet to come 
must be established. 

Earl V. Newton, who acted as Chair- 
man of the Commencement Committee, 
is assistant secretary of the Cleveland 
Trust Co. in charge of public relations, 
and past Chairman of the Publicity 
Committee of the American Institute 
of Banking. 

Membership in the Institute, which is 
a section of the American Bankers As- 
sociation, is open to every ambitious 
bank employee, and its courses encom- 
pass the whole range of banking,. in- 
cluding bank organization and opera- 


80 


Excerpts from 


Mr. Baker’s Address 


ORE than almost any other 

calling not originally regard- 
ed as a learned profession, the 
business of banking has come to 
be a profession ***** Safekeep- 
ing does not mean piling bills and 
coins in a vault. It means lending 
and investing and, in order that 
these may be safely done, knowl- 
edge of human nature and knowl- 
edge of the business situation are 
necessary. ***** The whole of hu- 
man life is enriched and ennobled 
when the banker realizes and en- 
courages the sound and upward 


Newton D. Baker spoke to the A. I. B. 
Commencement by radio from Cleve 


tendencies in business and society ***** The bank presidents of ten or fifteer 
years from now are bank clerks today, and those who are to lead the world 


of finance in the future must begin to prepare a long time in advance 


I doubt whether any time we spend produces in the long run so many dif 
ferent kinds of satisfaction as the hours we give to the acquisition of sys 


tematic knowledge. 


Modern wealth has taken a new form and consists in large part of bond 
and stocks, and in order to determine the value of a bond or the value a 
a stock, it has now become necessary to study the possessions of great comb 
panies operating over a continent, and also to estimate the opportunities fo 
growth and the possibilities of shrinkage due to a thousand causes. Some of 
these are entirely specific, like changes in the arts, and others general, like 
the changing tastes or habits of a whole people, or even the effects of worl 


competition. 


How far can our national laws regulate or protect? How far will tradi 
barriers and the regulation of exchange affect the general national welfare? 
To what extent will the world succeed in preserving peace? If wars come, 
where are they most likely and what will be their effect upon particular 
forms of property, and what consequence by way of taxation or even capita 
contribution will they impose? All of which things affect the values o 


securities. 


tion, commercial -law, negotiable instru- 
ments, money and banking, credit man- 
agement, bank management, financial 
statement analysis and_ specialized 
treatment of the involved problems of 
commercial, investment and trust bank- 
ing. 

Institute teachers are drawn, not only 
from banking circles, but from lawyers, 
economists and leaders in school and 
college work. One thousand instructors 
direct its activities in 229 cities and 
banking centers throughout the coun- 


try and are reinforced by hundreds 6 
lecturers on specialized subjects. Tht 
requirements: of bank employees iff 
smaller towns and rural sections are mel 
by a correspondence course, the benefii 
of which many thousands are sharir 
Graduates of the Institute hold many 
of the most important positions in tht 
banking world today and are makin 
their weight increasingly felt in the ré 
shaping of banking methods and pro 
cedure under way at this moment t 
meet the changing needs of the nation 
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